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This Notice of Meeting should be read in its entirety.  If Shareholders are in doubt as to 
how they should vote, they should seek advice from their professional advisers prior to 
voting. 

Should you wish to discuss the matters in this Notice of Meeting please do not hesitate 
to contact the Company Secretary on (+61 8) 6310 5040. 
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T I M E  A N D  P L A C E  O F  M E E T I N G  A N D  H O W  T O  V O T E  

VENUE 

The general meeting of the Shareholders to which this Notice of Meeting relates will be held 
at 10.00am (MYT) on 15 March 2011 at: 

Grand Millennium Kuala Lumpur 

160 Jalan Bukit Bintang 

55100 Kuala Lumpur 

Malaysia 

 
YOUR VOTE IS IMPORTANT 

The business of the General Meeting affects your shareholding and your vote is important.   

VOTING IN PERSON 

To vote in person, attend the General Meeting on the date and at the place set out above.   

VOTING BY PROXY 

To vote by proxy, please complete and sign the enclosed Proxy Form and return by the time 
and in accordance with the instructions set out on the Proxy Form. 
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N O T I C E  O F  G E N E R A L  M E E T I N G  

Notice is given that the general meeting of Shareholders will be held at 10.00am (MYT) on 15 
March 2011 at Grand Millennium Kuala Lumpur, 160 Jalan Bukit Bintang, 55100 Kuala 
Lumpur, Malaysia. 

The Explanatory Statement provides additional information on matters to be considered at 
the General Meeting.  The Explanatory Statement and the Proxy Form are part of this Notice 
of Meeting. 

The Directors have determined pursuant to Regulation 7.11.37 of the Corporations 
Regulations 2001 (Cth) that the persons eligible to vote at the General Meeting are those 
who are registered Shareholders of the Company at 7.00pm (Sydney time) on 11 March 
2011. 

Terms and abbreviations used in this Notice of Meeting are defined in the Glossary. 

AGENDA 

1. RESOLUTION 1 – ACQUISITION OF A SUBSTANTIAL ASSET – PALM OIL PLANTATION 

To consider and, if thought fit, to pass, with or without amendment, the following 
resolution as an ordinary resolution: 

“That, subject to the passing of Resolution 2, for the purpose of ASX Listing Rule 
10.1 and for all other purposes, approval is given for Phosphate Resources 
Limited (a child entity of the Company), to acquire 100% of the issued capital 
of Cheekah-Kemayan Plantations Sdn Bhd, an entity registered in Malaysia, 
(Acquisition), being the owner of, amongst other things, a palm oil plantation 
in Malaysia, pursuant to the terms and conditions of the Acquisition 
Agreement.” 

Short Explanation:  Shareholder approval is required by ASX Listing Rule 10.1 in order for an 
entity, or any of its child entities, to acquire a substantial asset from an associate of a 
substantial shareholder of the entity.  Shareholders should read the explanation and 
disclosures in the Explanatory Statement for further details of the Acquisition. 

Voting Exclusion:  The Company will disregard any votes cast on this Resolution by a party to 
the transaction and any associate of that party (or those parties).   However, the Company 
need not disregard a vote if it is cast by a person as proxy for a person who is entitled to 
vote, in accordance with the directions on the Proxy Form, or, if it is cast by the person 
chairing the meeting as proxy for a person who is entitled to vote, in accordance with a 
direction on the Proxy Form to vote as the proxy decides. 

Independent Expert’s Report:  Shareholders should carefully consider the Independent 
Expert’s Report prepared by RSM Bird Cameron for the purposes of the Shareholder 
approval required by ASX Listing Rule 10.1.  The Independent Expert’s Report comments on 
the fairness and reasonableness of the Acquisition to the non-associated Shareholders.  The 
Independent Expert has determined that the Acquisition is FAIR AND REASONABLE to the 
non-associated Shareholders. 

2. RESOLUTION 2 – DISPOSAL OF A SUBSTANTIAL ASSET – MANAGEMENT AGREEMENT 

To consider and, if thought fit, to pass, with or without amendment, the following 
resolution as an ordinary resolution: 

“That, subject to the passing of Resolution 1, for the purpose of ASX Listing Rule 
10.1 and for all other purposes, approval is given for Cheekah-Kemayan 
Plantations Sdn Bhd (a child entity of the Company following settlement of the 
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Acquisition Agreement) to make the payments set out in the terms and 
conditions of the Management Agreement (Transaction).” 

Short Explanation:  Shareholder approval is required by ASX Listing Rule 10.1 in order for an 
entity, or any of its child entities, to dispose of a substantial asset to a substantial shareholder 
of the entity.  Shareholders should read the explanation and disclosures in the Explanatory 
Statement for further details of the Transaction. 

Voting Exclusion:  The Company will disregard any votes cast on this Resolution by a party to 
the transaction and any associate of that party (or those parties).   However, the Company 
need not disregard a vote if it is cast by a person as proxy for a person who is entitled to 
vote, in accordance with the directions on the Proxy Form, or, if it is cast by the person 
chairing the meeting as proxy for a person who is entitled to vote, in accordance with a 
direction on the Proxy Form to vote as the proxy decides. 

Independent Expert’s Report:  Shareholders should carefully consider the Independent 
Expert’s Report prepared by RSM Bird Cameron for the purposes of the Shareholder 
approval required by ASX Listing Rule 10.1.  The Independent Expert’s Report comments on 
the fairness and reasonableness of the Transaction to the non-associated Shareholders.  The 
Independent Expert has determined that the Transaction is FAIR AND REASONABLE to the 
non-associated Shareholders. 

DATED:  10 FEBRUARY 2011 

BY ORDER OF THE BOARD 

 

ELIZABETH LEE 
JOINT COMPANY SECRETARY 
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E X P L A N A T O R Y  S T A T E M E N T  

This Explanatory Statement has been prepared for the information of the Shareholders in 
connection with the business to be conducted at the General Meeting to be held at  
10.00am (MYT) on 15 March 2011 at Grand Millennium Kuala Lumpur, 160 Jalan Bukit 
Bintang, 55100 Kuala Lumpur, Malaysia. 

This purpose of this Explanatory Statement is to provide information, which the Directors 
believe to be material to Shareholders in deciding whether or not to pass the Resolutions in 
the Notice of Meeting. 

1. RESOLUTION 1 – ACQUISITION OF A SUBSTANTIAL ASSET – PALM OIL PLANTATION 

1.1 Background 

As at the date of this Notice the Company owns 47.71% of Phosphate Resources 
Limited (ACN 009 396 543) (PRL).  PRL mines and exports phosphate from Christmas 
Island and also has wholly owned subsidiaries involved in fuel and earthmoving 
operations on Christmas Island.  The phosphate is primarily sold as raw materials for 
fertiliser production or as a direct application product to palm oil plantations. 

The Company also owns 100% of XiFeng International Pte Ltd, en entity registered in 
Singapore, which in turn holds an interest in Phosphate Resources (HuaLin) Pte Ltd, 
an entity registered in China, which holds interests in three phosphate mines in 
China. 

PRL’s current mining tenure on Christmas Island expires in 2019 and the economic 
life of the mine is also nearing completion.  Therefore, for PRL to continue building 
shareholder value, it must consider investment in alternative sustainable businesses. 

As previously announced by the Company to ASX, PRL has recently sought 
additional mining leases on Christmas Island to extend phosphate export operations 
but was unsuccessful.  Subsequently, PRL has been considering alternative business 
opportunities, both through diversification of existing activities and extension of 
value into current industry sectors, to ensure its survival as a dividend producing 
entity after mining on Christmas Island ceases. 

1.2 Acquisition 

As announced by the Company to ASX on 14 December 2010 and in line with the 
stated intention of PRL to consider alternative business opportunities, PRL proposes 
to enter into an agreement with Sendi Unik Sdn Bhd (Vendor), an entity registered in 
Malaysia, to acquire 100% of the issued capital of Cheekah-Kemayan Plantations 
Sdn Bhd (CKP), an entity registered in Malaysia (Acquisition Agreement). 

CKP is the owner of a producing palm oil plantation estate of approximately 4,000 
acres in Pahang in peninsular Malaysia (Plantation) and a mill and processing 
facility (Mill) servicing its plantation as well as surrounding estates (together the 
Assets).  For further information in relation to CKP and the Assets refer to Section 6 of 
the Independent Expert’s Report set out in Annexure A and for information on the 
palm oil industry refer to Section 7 of the Independent Expert’s Report. 

The material terms of the Acquisition Agreement are as follows: 

(a) (Conditions precedent): The Acquisition remains conditional upon the 
satisfaction or waiver of the following conditions precedent: 
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(i) Shareholder, regulatory and third party approval: PRL, the Vendor, 
CKP and the Company have obtained all necessary shareholder, 
regulatory and third party approvals in relation to the Acquisition; 

(ii) Loan finance: PRL obtaining loan finance from OCBC Bank 
(Malaysia) Berhad or another bank licensed in Malaysia for an 
amount of not less than US$30 million over not less than 5 years on 
the security of the shares in CKP and subject to terms and 
conditions acceptable to PRL in its sole and absolute discretion; 

(iii) Management agreement: the execution of the Management 
Agreement (refer to Resolution 2); 

(iv) Employees: All employees of CKP being transferred to the 
manager under the Management Agreement on the same terms 
and conditions as at the date of the Acquisition Agreement and 
settlement of all outstanding obligations relating to the transferred 
employees, 

on or before 31 March 2011 or a later date agreed by the parties. 

(b) (Consideration): PRL will satisfy the consideration for the Acquisition 
through: 

(i) the payment of cash to the Vendor at settlement of the Acquisition 
in the amount of RM145mn (approximately $46.78mn at the 
exchange rate as at 4 February 2011); and 

(ii) the payment of cash to the Vendor within 14 days of settlement of 
the Acquisition equal to the value of inventory of CKP at the 
settlement date less any unpaid tax and other liabilities incurred 
before settlement and the estimated tax payable on profits 
achieved from 1 January 2011 to the date of settlement. 

(c) (Profit Share Arrangement): PRL shall pay to the Vendor RM1,666,666 
(approximately $537,700 at the exchange rate as at the 4 February 2011) in 
each calendar year between 1 January 2011 and 31 December 2015 that 
the average crude palm oil selling price exceeds RM3,000 (approximately 
$970) per tonne, but only to a maximum of three annual payments. 

(d) (Warranties): The Acquisition Agreement contains standard warranties and 
representations on behalf of the Vendor typical for an agreement of this 
nature. 

(e) (Other): The Acquisition Agreement otherwise contains terms and 
conditions typical for an agreement of this nature. 

1.3 ASX Listing Rule 10.1 

ASX Listing Rule 10.1 provides that an entity must ensure that neither it, nor any of its 
child entities, acquires a substantial asset from, or disposes of a substantial asset to, 
amongst other persons, a substantial holder or one of its associates, without the 
prior approval of holders of the entity’s ordinary shareholders. 

Child entity 

For the purpose of the ASX Listing Rules, a child entity is: 
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(a) an entity which is controlled by a body corporate within the meaning of 
section 50AA of the Corporations Act; or 

(b) an entity which is a subsidiary of the body corporate.  

For the purpose of Section 50AA of the Corporations Act, an entity controls another 
entity if it has the capacity to determine the outcome of decisions about the other 
entity’s financial and operating policies.  In assessing whether an entity has this 
capacity it is the practical influence the entity can exert (rather than the rights it 
can enforce) and the practice or pattern of behaviour affecting the other entity’s 
financial or operating policies that are relevant factors to be considered. 

On the basis of the interest the Company holds in PRL (47.71%), the Board (with the 
guidance of the Company’s auditors together with the board of PRL) have formed 
the view that the Company controls PRL and as such PRL is a child entity of the 
Company for the purposes of the ASX Listing Rules. 

Substantial asset 

For the purposes of ASX Listing Rule 10.1, an asset is substantial if its value, or the 
value of the consideration for it is, or in ASX’s opinion is, 5% or more of the equity 
interests of the entity as set out in the latest accounts given to ASX under the ASX 
Listing Rules. 

The consideration payable under the Acquisition Agreement is RM145mn 
(approximately $46.78mn at the exchange rate as at 4 February 2011) plus or minus 
inventory and tax adjustments. 

The equity interests of the Company as set out in the latest accounts given to ASX 
under the ASX Listing Rules (being for the financial year ending 30 June 2010) were 
$73.911mn. 

As the consideration is 5% or more of the equity interests, the Acquisition is for a 
substantial asset. 

Substantial shareholder (or associate) 

For the purposes of ASX Listing Rule 10.1, a substantial shareholder is a person who 
has a relevant interest (either directly or through its associates), or had at any time 
in the 6 months before the transaction, in at least 10% of the total votes attaching to 
the voting securities. 

For the purposes of ASX Listing Rule 10.1, an associate includes an entity that 
controls a body corporate. 

Prosper Trading Sdn Bhd is an associate of the Vendor as it controls the Vendor.  In 
addition, Prosper Trading Sdn Bhd is a substantial holder of the Company by virtue 
of its relevant interest in 13,779,876 Shares or 18.91% of the voting Shares.  Therefore, 
the Acquisition is from an associate of a substantial shareholder of the Company. 

Requirement for shareholder approval 

On the basis that: 

(a) PRL is a child entity; 

(b) the Acquisition is for a substantial asset; and 

(c) the Vendor is an associate of a substantial shareholder of the Company, 
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the Company is required to seek Shareholder approval under ASX Listing Rule 10.1 in 
respect of the Acquisition. 

1.4 Independent Expert’s Report 

ASX Listing Rule 10.10.2 requires a notice of meeting containing a resolution under 
ASX Listing Rule 10.1 to include a report on the transaction from an independent 
expert. 

The Independent Expert's Report set out in Annexure A sets out a detailed 
independent examination of the proposed Acquisition to enable non-associated 
Shareholders to assess the merits and decide whether to approve the Acquisition. 

To the extent that it is appropriate, the Independent Expert’s Report sets out further 
information with respect to the Acquisition and concludes that it is fair and 
reasonable to the non-associated Shareholders. 

Shareholders are urged to carefully read the Independent Expert’s Report to 
understand its scope, the methodology of the valuation and the sources of 
information and assumptions made. 

1.5 Assessment of the Acquisition 

Advantages 

The Directors (other than Mr Tee Lip Sin who is also a director of the Vendor) are of 
the view that the following non-exhaustive list of advantages may be relevant to a 
Shareholder’s decision on how to vote on Resolution 1: 

(a) the opportunity to diversify and expand the current focus of PRL an industry 
with synergies with its existing phosphate fertiliser business; 

(b) CKP is an existing operating business with a history of recording profits; 

(c) the management of the Plantation will be performed by an associate of an 
established and successful palm oil plantation company (who is also a 
substantial shareholder of the Company) which provides the skills and 
experience required for this industry; 

(d) the interests of Shareholders will not be diluted as the consideration for the 
Acquisition is cash; 

(e) there are presently no alternative proposals which may provide a greater 
benefit to Shareholders. 

Disadvantages 

The Directors (other than Mr Tee Lip Sin who is also a director of the Vendor) are of 
the view that the following non-exhaustive list of disadvantages may be relevant to 
a Shareholder’s decision on how to vote on Resolution 1: 

(a) the Acquisition involves additional risks, including but not limited to: 

(i) the trading performance of the Plantation is vulnerable to adverse 
weather conditions; 

(ii) as a market commodity, palm oil is exposed to fluctuations in its 
sale price in line with market conditions many of which are beyond 
the control of the Company; and 
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(iii) as CKP is an entity in Malaysia, there is exposure to exchange rate 
fluctuations and volatility which may impact on the financial results 
recorded in Australia as the income and expenditure of the 
Company are and will be taken into account in Australian 
currency, 

and current Shareholders may only want exposure to the Company’s 
existing assets and the Acquisition will result in unwanted diversification of 
the asset portfolio. 

1.6 Recommendations of Directors 

The Directors (other than Mr Tee Lip Sin who is also a director and shareholder of the 
Vendor and Siak Yeong Phuar who is also a shareholder of the Vendor) do not have 
any material personal interests in the outcome of Resolution 1 other than as a result 
of their interest arising solely in the capacity as Shareholders and recommend that 
Shareholders vote in favour of the Resolution as they consider the Acquisition to be 
in the best interests of Shareholders for the following reasons: 

(a) after assessment of the advantages and disadvantages referred to in 
Section 1.5 of this Explanatory Statement the Directors (other than Mr Tee 
Lip Sin) are of the view that the advantages outweigh the disadvantages; 
and 

(b) the Independent Expert has determined the Acquisition to be fair and 
reasonable to the non-associated Shareholders. 

If the Acquisition and Transaction are not approved by Shareholders, PRL and the 
Company will continue to investigate business opportunities which will deliver 
positive cash flows and build Shareholder value. 

2. RESOLUTION 2 – DISPOSAL OF A SUBSTANTIAL ASSET – MANAGEMENT AGREEMENT 

2.1 Background 

As outlined in Section 1.2(a)(iv) of this Explanatory Statement, it is a condition of the 
Acquisition Agreement that CKP enter into a management agreement with respect 
to the Assets. 

2.2 Transaction 

CKP proposes to enter into an agreement with PGC Management Services Sdn Bhd 
(Manager), an entity registered in Malaysia, to manage the operations of the 
Assets, including provision of supervision, labour and operational supplies to 
undertake work on the Plantation and operate the Mill as well as maintain the 
Plantation and its plant and equipment (Management Agreement). 

The material terms of the Management Agreement are as follows: 

(a) (Conditions precedent): The Transaction remains conditional upon the 
satisfaction or waiver of the following conditions precedent: 

(i) Settlement of the Acquisition: all conditions precedent to the 
Acquisition Agreement being satisfied or waived; 

(ii) Shareholder, regulatory and third party approval: CKP, PRL, the 
Company and the Manager have obtained all necessary 
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shareholder, regulatory and third party approvals in relation to the 
Transaction; 

(b) (Term): The initial term is 3 years and may be renewed or extended at the 
election of CKP by giving not less than 12 months notice prior to the expiry 
of the term. 

(c) (Fee): CKP must pay to the Manager: 

(i) RM180 per tonne (approximately $58.10 at the exchange rate as 
at 4 February 2011) of fresh fruit bunches of the oil palm delivered 
to the Mill from the Plantation; and 

(ii) RM40 per tonne (approximately $12.90) of fresh fruit bunches of the 
oil palm processed by the Mill (including those delivered from the 
Plantation) (Mill Management Fee), 

plus any tax levied on the Fees. 

(d) (Fee review):  The Manager may request a review of the Fees if the costs of 
labour, fuels or fertiliser increase in any calendar year.  

(e) (Bonus payments): The Mill Management Fee may be increased by the 
following amounts subject to meeting certain performance conditions: 

(i) RM3.25 per tonne (approximately $1.10 at the exchange rate as at 
4 February 2011) for a month where the crude palm oil extraction 
rate for that month averages above 20%; and 

(ii) RM15.50 per tonne (approximately $5.15) for a month where the 
crude palm oil monthly weighted average sale price achieved is 
RM3,000 per tonne (approximately $970) for that month. 

(f) (Imprest Account): CKP must maintain an imprest account, which shall 
have a sum of RM10mn (approximately $3.326mn at the exchange rate as 
at 4 February 2011) to its credit per month. 

2.3 ASX Listing Rule 10.1 

A summary of ASX Listing Rule 10.1, child entity, substantial asset and substantial 
shareholder (or associate) is set out in Section 1.3 of this Explanatory Statement. 

On the basis that: 

(a) CKP is a child entity; 

• PRL, which as set out in Section 1.3 of this Explanatory Statement is 
itself a child entity of the Company, will, following settlement of the 
Acquisition, own 100% of the issued capital of CKP. 

(b) the Transaction involves the disposal of a substantial asset; and 

• based on historical production figures of the Plantation and Mill the 
projected payments over the term of the Management Agreement 
are potentially 5% or more of the equity interests of the Company. 

(c) the Manager is an associate of a substantial shareholder of the Company, 
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• Prosper Trading Sdn Bhd is an associate of the Manager as it controls 
the Manager.  In addition, Prosper Trading Sdn Bhd is a substantial 
holder of the Company by virtue of its relevant interest in 13,779,876 
Shares or 18.91% of the voting Shares.  Therefore, the Transaction is 
with an associate of a substantial shareholder of the Company. 

the Company is required to seek Shareholder approval under ASX Listing Rule 10.1 in 
respect of the Transaction. 

2.4 Independent Expert’s Report 

ASX Listing Rule 10.10.2 requires a notice of meeting containing a resolution under 
ASX Listing Rule 10.1 to include a report on the transaction from an independent 
expert. 

The Independent Expert's Report set out in Annexure A sets out a detailed 
independent examination of the proposed Transaction to enable non-associated 
Shareholders to assess the merits and decide whether to approve the Transaction. 

To the extent that it is appropriate, the Independent Expert’s Report sets out further 
information with respect to the Transaction and concludes that it is fair and 
reasonable to the non-associated Shareholders. 

Shareholders are urged to carefully read the Independent Expert’s Report to 
understand its scope, the methodology of the valuation and the sources of 
information and assumptions made. 

2.5 Assessment of the Transaction 

In assessing whether the terms of the Management Agreement are commercial, a 
written quote for the provision of similar management services was obtained from 
an alternative provider who is a subsidiary of a major oil palm plantation company 
in Malaysia. 

The Independent Expert's Report includes a detailed independent comparison to 
the Alternative Proposal. 

2.6 Recommendations of Directors 

The Directors (other than Mr Tee Lip Sin who is also a director and shareholder of the 
Vendor and Siak Yeong Phuar who is also a shareholder of the Vendor) do not have 
any material personal interests in the outcome of Resolution 2 other than as a result 
of their interest arising solely in the capacity as Shareholders and recommend that 
Shareholders vote in favour of the Resolution as they consider the Transaction to be 
in the best interests of Shareholders for the following reasons: 

(a) after assessment of the alternative proposal noted in Section 2.5 of this 
Explanatory Statement the terms of the Management Agreement are 
considered to be more favourable; and 

(b) the Independent Expert has determined the Transaction to be fair and 
reasonable to the non-associated Shareholders. 

3. ENQUIRIES 

Shareholders are requested to contact the Company on (+ 61 8) 6310 5040 if they 
have any queries in respect of the matters set out in these documents. 
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G L O S S A R Y  

$ means Australian dollars. 

Acquisition means the acquisition of CKP by PRL pursuant to the terms and conditions of the 
Acquisition Agreement. 

Acquisition Agreement means the agreement between PRL and the Vendor in respect of 
the acquisition of 100% of the issued capital in CKP. 

Assets means the Plantation and Mill. 

ASIC means the Australian Securities and Investments Commission. 

ASX means ASX Limited. 

ASX Listing Rules means the Listing Rules of ASX. 

Board means the current board of directors of the Company. 

Business Day means Monday to Friday inclusive, except New Year’s Day, Good Friday, 
Easter Monday, Christmas Day, Boxing Day, and any other day that ASX declares is not a 
business day. 

CKP means Cheekah-Kemayan Plantations Sdn Bhd, an entity registered in Malaysia. 

Company means CI Resources Limited (ACN 006 788 754). 

Constitution means the Company’s constitution. 

Corporations Act means the Corporations Act 2001 (Cth). 

Directors means the current directors of the Company. 

Explanatory Statement means the explanatory statement accompanying the Notice of 
Meeting. 

General Meeting or Meeting means the meeting convened by the Notice. 

Independent Expert means RSM Bird Cameron Corporate Pty Ltd (ACN 050 508 024). 

Independent Expert’s Report means the independent expert’s report prepared by the 
Independent Expert as annexed to this Notice as Annexure A. 

Manager means PGC Management Services Sdn Bhd, an entity registered in Malaysia. 

Management Agreement means the agreement between CKP and the Manager in respect 
of the provision of services to manage the operations of the Assets. 

Mill means the mill and processing plant owned by CKP. 

MYT means Malaysian Time as observed in Kuala Lumpur, Malaysia. 

Notice or Notice of Meeting or Notice of General Meeting means this notice of general 
meeting including the Explanatory Statement and the Proxy Form. 

Option means an option to acquire a Share. 

Optionholder means a holder of an Option. 
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Plantation means the palm oil plantation owned by CKP. 

PRL means Phosphate Resources Limited (ACN 009 396 543). 

Proxy Form means the proxy form accompanying the Notice. 

Resolutions means the resolutions set out in the Notice of Meeting, or any one of them, as 
the context requires. 

RM means Malaysian ringgit. 

Share means a fully paid ordinary share in the capital of the Company. 

Shareholder means a holder of a Share. 

Transaction means the transaction contemplated by the Management Agreement. 

Vendor means Sendi Unik Sdn Bhd, an entity registered in Malaysia. 
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A N N E X U R E  A  –  I N D E P E N D E N T  E X P E R T ’ S  R E P O R T  
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                    % 

PROXY FORM 

APPOINTMENT OF PROXY 
CI RESOURCES LIMITED 
ACN 006 788 754 

GENERAL MEETING 

I/We 
 
of 
 

being a member of CI Resources Limited entitled to attend and vote at the General Meeting, 
hereby 

Appoint 

Name of proxy 

 
OR  the Chair of the General Meeting as your proxy 
 

or failing the person so named or, if no person is named, the Chair of the General Meeting, or the Chair’s 
nominee, to vote in accordance with the following directions, or, if no directions have been given, as the 
proxy sees fit, at the General Meeting to be held at 10.00am (MYT), on 15 March 2011 at Grand Millennium 
Kuala Lumpur, 160 Jalan Bukit Bintang, 55100 Kuala Lumpur, Malaysia, and at any adjournment thereof. 

If no directions are given, the Chair will vote in favour of all the Resolutions. 

If the Chair of the General Meeting is appointed as your proxy, or may be appointed by default, 
and you do not wish to direct your proxy how to vote as your proxy in respect of Resolutions 1 and 
2 please place a mark in this box. 

By marking this box, you acknowledge that the Chair of the General Meeting may exercise your proxy even 
if he has an interest in the outcome of Resolution 1 and that votes cast by the Chair of the General Meeting 
for Resolutions 1 and 2 other than as proxy holder will be disregarded because of that interest.  If you do not 
mark this box, and you have not directed your proxy how to vote, the Chair will not cast your votes on 
Resolutions 1 and 2 and your votes will not be counted in calculating the required majority if a poll is called 
on Resolutions 1 and 2. 

OR 

 
Voting on Business of the General Meeting 
   FOR    AGAINST  ABSTAIN 
Resolution 1 – Acquisition of a substantial asset – Palm Oil Plantation     
Resolution 2 – Disposal of a substantial asset – Management Agreement     
 
Please note: If you mark the abstain box for a particular Resolution, you are directing your proxy not to vote on that 
Resolution on a show of hands or on a poll and your votes will not to be counted in computing the required majority on a 
poll. 

If two proxies are being appointed, the proportion of voting rights this proxy represents is 

Signature of Member(s):  Date: ______________________ 

 

Individual or Member 1  Member 2  Member 3 

     

Sole Director/Company Secretary  Director  Director/Company Secretary 

 

Contact Name: ______________________________________ Contact Ph (daytime): ______________________________ 
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CI RESOURCES LIMITED 
ACN 006 788 754 

Instructions for Completing ‘Appointment of Proxy’ Form 

1. (Appointing a Proxy): A member entitled to attend and vote at the General 
Meeting is entitled to appoint not more than two proxies to attend and vote on a 
poll on their behalf.  The appointment of a second proxy must be done on a 
separate copy of the Proxy Form.  Where more than one proxy is appointed, such 
proxy must be allocated a proportion of the member’s voting rights.  If a member 
appoints two proxies and the appointment does not specify this proportion, each 
proxy may exercise half the votes.  A duly appointed proxy need not be a member 
of the Company. 

2. (Direction to Vote): A member may direct a proxy how to vote by marking one of 
the boxes opposite each item of business.  Where a box is not marked the proxy 
may vote as they choose.  Where more than one box is marked on an item the 
vote will be invalid on that item. 

3. (Signing Instructions): 

• (Individual): Where the holding is in one name, the member must sign. 

• (Joint Holding): Where the holding is in more than one name, all of the 
members should sign. 

• (Power of Attorney): If you have not already provided the Power of 
Attorney with the registry, please attach a certified photocopy of the 
Power of Attorney to this form when you return it. 

• (Companies): Where the company has a sole director who is also the sole 
company secretary, that person must sign.  Where the company (pursuant 
to Section 204A of the Corporations Act) does not have a company 
secretary, a sole director can also sign alone.  Otherwise, a director jointly 
with either another director or a company secretary must sign.  Please sign 
in the appropriate place to indicate the office held. 

4. (Attending the Meeting): Completion of a Proxy Form will not prevent individual 
members from attending the General Meeting in person if they wish.  Where a 
member completes and lodges a valid Proxy Form and attends the General 
Meeting in person, then the proxy’s authority to speak and vote for that member is 
suspended while the member is present at the General Meeting. 

5. (Return of Proxy Form): To vote by proxy, please complete and sign the enclosed 
Proxy Form and return by: 

(a) post to CI Resources Limited, 884 Canning Hwy, Applecross WA 6153; or 

(b) facsimile to the Company on facsimile number +61 8 9364 7333, 

 so that it is received not less than 48 hours prior to commencement of the Meeting. 

 Proxy forms received later than this time will be invalid. 
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Financial Services Guide 

 

RSM Bird Cameron Corporate Pty Ltd ABN 82 050 508 024 (“RSM Bird Cameron Corporate Pty Ltd” or “we” or “us” or “ours” 

as appropriate) has been engaged to issue general financial product advice in the form of a report to be provided to you. 

In the above circumstances we are required to issue to you, as a retail client, a Financial Services Guide (“FSG”).  This FSG is 

designed to help retail clients make a decision as to their use of the general financial product advice and to ensure that we 

comply with our obligations as financial services licensees. 

This FSG includes information about: 

• who we are and how we can be contacted; 

• the services we are authorised to provide under our Australian Financial Services Licence, Licence No 
255847; 

• remuneration that we and/or our staff and any associates receive in connection with the general financial 
product advice; 

• any relevant associations or relationships we have; and 

• our complaints handling procedures and how you may access them. 

 

Financial services we are licensed to provide 

We hold an Australian Financial Services Licence, which authorises us to provide financial product advice in relation to: 

• deposit and payment products limited to: 

(a) basic deposit products; 

(b) deposit products other than basic deposit products. 

• interests in managed investments schemes (excluding investor directed portfolio services); and 

• securities (such as shares and debentures). 

We provide financial product advice by virtue of an engagement to issue a report in connection with a financial product of 

another person.  Our report will include a description of the circumstances of our engagement and identify the person who has 

engaged us.  You will not have engaged us directly but will be provided with a copy of the report as a retail client because of 

your connection to the matters in respect of which we have been engaged to report. 

Any report we provide is provided on our own behalf as a financial services licensee authorised to provide the financial 

product advice contained in the report. 

 

General Financial Product Advice 

In our report we provide general financial product advice, not personal financial product advice, because it has been prepared 

without taking into account your personal objectives, financial situation or needs. 

You should consider the appropriateness of this general advice having regard to your own objectives, financial situation and 

needs before you act on the advice.  Where the advice relates to the acquisition or possible acquisition of a financial product, 

you should also obtain a product disclosure statement relating to the product and consider that statement before making any 

decision about whether to acquire the product. 



 

 

 

 

 

 

 

 

 

 

Benefits that we may receive 

We charge fees for providing reports.  These fees will be agreed with, and paid by, the person who engages us to provide the 

report.  Fees will be agreed on either a fixed fee or time cost basis. 

Except for the fees referred to above, neither RSM Bird Cameron Corporate Pty Ltd, nor any of its directors, employees or 

related entities, receive any pecuniary benefit or other benefit, directly or indirectly, for or in connection with the provision of 

the report. 

 

Remuneration or other benefits received by our employees 

All our employees receive a salary. 

 

Referrals 

We do not pay commissions or provide any other benefits to any person for referring customers to us in connection with the 

reports that we are licensed to provide. 

 

Associations and relationships 

RSM Bird Cameron Corporate Pty Ltd is beneficially owned by the partners of RSM Bird Cameron, a large national firm of 

chartered accountants and business advisers.  Our directors are partners of RSM Bird Cameron Partners. 

From time to time, RSM Bird Cameron Corporate Pty Ltd, RSM Bird Cameron Partners, RSM Bird Cameron and / or RSM Bird 

Cameron related entities may provide professional services, including audit, tax and financial advisory services, to financial 

product issuers in the ordinary course of its business. 

 

Complaints Resolution 

Internal complaints resolution process 

As the holder of an Australian Financial Services Licence, we are required to have a system for handling complaints from 

persons to whom we provide financial product advice.  All complaints must be in writing, addressed to The Complaints Officer, 

RSM Bird Cameron Corporate Pty Ltd, P O Box R1253, Perth, WA, 6844. 

When we receive a written complaint we will record the complaint, acknowledge receipt of the complaint within 15 days and 

investigate the issues raised.  As soon as practical, and not more than 45 days after receiving the written complaint, we will 

advise the complainant in writing of our determination. 

 

Referral to External Dispute Resolution Scheme 

A complainant not satisfied with the outcome of the above process, or our determination, has the right to refer the matter to 

the Financial Ombudsman Service (“FOS”).  FOS is an independent company that has been established to provide free advice 

and assistance to consumers to help in resolving complaints relating to the financial services industry. 

Further details about FOS are available at the FOS website or by contacting them directly via the details set out below. 

 

Financial Ombudsman Service 

GPO Box 3 

Melbourne  VIC 3001 

Toll Free:   1300 78 08 08 

Facsimile:  (03) 9613 6399 

Email:   info@fos.org.au 

 

Contact Details 

You may contact us using the details set out at the top of our letterhead on page 1 of this report. 
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Dear Sirs 

 

Independent Expert’s Report  
 

1. Introduction 

1.1. This report has been prepared to accompany the Notice of Meeting and Explanatory Statement for 

Shareholders for the Meeting of CI Resources (“CI Resources” or “the Company”) to be held on 15 March 

2011 at which Shareholder approval will be sought for Resolutions 1 and 2 for the following transactions 

(“the Proposed Transactions”):- 

Resolution 1 –  

“To consider, and if thought fit, to pass, with or without amendment, the following resolution as an 

ordinary resolution: 

That, subject to the passing of Resolution 2, for the purpose of ASX Listing Rule 10.1 and for all other 

purposes, approval is given for Phosphate Resources Limited (a child entity of the Company), to acquire 

100% of the issued capital of Cheekah-Kemayan Plantations Sdn Bhd, an entity registered in Malaysia, 

being the owner of, amongst other things, a palm oil plantation in Malaysia, pursuant to the terms and 

conditions of the Acquisition Agreement.” 

Resolution 2 –  

“To consider, and if thought fit, to pass, with or without amendment, the following resolution as an 

ordinary resolution: 

That, subject to the passing of Resolution 1, for the purpose of ASX Listing Rule 10.1 and for all other 

purposes, approval is given for Cheekah-Kemayan Plantations Sdn Bhd (a child entity of the Company 

following settlement of the Acquisition Agreement) to make the payments set out in the terms and 

conditions of the Management Agreement.” 
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1.2. The vendor of Cheekah-Kemayan Plantations Sdn Bhd (“CKP”) is an associated company of a significant 

shareholder of CI Resources.  Following the acquisition, it is proposed that CKP will be operated by PGC 

Management Services Sdn Bhd (“PGC”) under a management contract; PGC is also an associated 

company of a significant shareholder of CI Resources. 

1.3. The Directors have therefore requested that RSM Bird Cameron Corporate Pty Ltd, being independent 

and qualified for the purpose, express an opinion as to whether the Proposed Transactions are fair and 

reasonable to Shareholders not associated with the Proposed Transactions (“the Non-Associated 

Shareholders”).   
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2.  Summary and Conclusion 

2.1. In our opinion, and for the reasons set out in Sections 11 and 12 of this report, the Proposed Transactions 

are Fair and Reasonable for the Non-Associated Shareholders of CI Resources. 

Fairness 

Acquisition of CKP 

2.2. Our assessed values of CKP and the consideration to be paid for the acquisition of CKP are set out in 

Sections 9 and 11, and summarised in the table below: 
 

Assessed Value 

RM million Ref. 
 

Low 
 

High 
     

Value of Consideration 11.2 135.1 135.1 

Value of CKP 9.46 136.9 136.9 

Table 1: Valuation Summary  

2.3. As the value of the asset to be acquired is greater than the value of consideration to be paid, we consider 
the acquisition of CKP to be Fair to the Non-Associated Shareholders of CI Resources. 

Management Agreement 

2.4. The analysis undertaken in Section 10 indicates that the management contract offer from PGC: 

• Is significantly cheaper than an alternative provider’s offer; 

• Has a preferable risk profile than an alternative provider’s offer; and 

• Is equal to the historic costs incurred, when applied retrospectively. 

2.5. On this basis, the PGC Management Agreement is considered to be Fair to the Non-Associated 

Shareholders of CI Resources. 

Reasonableness 

2.6. As the Proposed Transactions are fair, they are considered to be reasonable in accordance with the 

guidance provided by the Australian Securities and Investment Commission (“ASIC”). However, we have 

also considered the following factors in our assessment: 

• The future prospects of the Company if the Proposed Transactions do not proceed; and 

• Any other commercial advantages and disadvantages to the Non-Associated Shareholders as a 
consequence of the Proposed Transactions proceeding. 

2.7. The economic and licensed life of the phosphate mine on Christmas Island operated by the Company’s 

subsidiary, Phosphate Resources Limited (“PRL”), and therefore the primary operational aspect of the 

Company, is nearing completion.  For the Company to continue building shareholder value, it must 

consider investment in alternative sustainable businesses.    

2.8. If the Proposed Transactions do not proceed, PRL and CI Resources will continue to investigate business 

opportunities which will deliver positive cash flows and build shareholder value. 
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2.9. The key advantages of the Proposed Transactions are: 

• The Proposed Transactions are fair; 

• The ownership interest of existing shareholders will not be diluted as the acquisition is a cash 
transaction; 

• Shareholders are provided with diversification into agribusiness whilst creating synergies with the 
existing phosphate fertiliser business; 

• CKP is an established business with a proven track record of profit generation and unexpired 
leases of at least 55 years; 

• The palm oil industry is a growth sector and Malaysia is a leading exporter to the emerging 
economies of India and China; 

• The Proposed Transactions allow CI Resources shareholders to participate in the future growth 
and development of CKP; 

• A significant shareholder of CI Resources, Prosper Trading Sdn Bhd (“Prosper”), is a well-
established, successful palm oil plantation company and will be providing skills and experience 
through a related management company to manage the plantation business; 

• Malaysia has a relatively low level of sovereign risk for foreign investors; and 

• The plantation is logistically convenient to management in Perth, being only two hours from Kuala 
Lumpur and in the same time zone as Perth. 

2.10. The key disadvantages of the Proposed Transactions are: 

• The current management of PRL have no experience in the palm oil industry, although this risk is, 
in part, mitigated by the use of a management company; 

• The trading performance of the plantation is vulnerable to weather conditions; 

• The main product is a market commodity and therefore the selling price will fluctuate in line with 
market forces; 

• CKP is a trading entity in Malaysia therefore fluctuations in the exchange rate may impact on the 
financial results recorded in Australia; 

• Whilst Malaysia is a relatively stable country, all investment in foreign countries involves some 
element of political risk; and 

• The Management Agreement contract increases PRL’s dependence on the Prosper relationship. 

2.11. Although CI Resources’ share price has increased since the announcement of the Proposed 

Transactions, there were only two trades and therefore we do not consider that the data is representative 

enough to be relied upon. 

2.12. We are not aware of any alternative proposals which may provide a greater benefit to the Non-Associated 

Shareholders of CI Resources at this time. 

2.13. In the absence of any other relevant information and/or a superior offer, we consider that the Proposed 

Transactions are Reasonable for the Non-Associated Shareholders of CI Resources. 
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3. Summary of Proposed Transactions 

3.1. On 14 December 2010, the Company announced that its 47.71% owned subsidiary, PRL, had announced 

preliminary Board approval for a proposed acquisition of a business in the agri-business sector in 

Malaysia. 

3.2. In line with the stated intention of both CI Resources and PRL to consider alternative business 

opportunities, the Board of PRL gave preliminary approval to the acquisition of CKP for RM (Malaysian 

Ringgit) 145 million, which equates to approximately $47.1 million at today’s exchange rate of RM 1 : 

AUD$ 0.325. 

3.3. The main assets of CKP are a producing palm oil plantation estate of approximately 4,000 acres in 

Pahang in peninsular Malaysia (“the Plantation”) and a mill and processing facility servicing the Plantation 

and surrounding estates (“the Mill”). 

3.4. It is proposed that continuing management of the business will be provided under contract by a 

management company associated with Prosper, a significant shareholder of CI Resources, (“the 

Management Agreement”).  

Acquisition of CKP 

3.5. PRL proposes to enter into a Share Sale Agreement (“SSA”) with Sendi Unik Sdn Bhd (“Sendi Unik”), the 

sole shareholder of CKP.  A RM 5 million deposit will be paid on execution of the SSA. 

3.6. The terms of the SSA state that PRL will acquire 100% of the 5 million shares in CKP for the purchase 

price of: 

• RM 145 million cash; plus  

• Total value of inventory items at completion date and 75% of the cost of fertiliser applications 
carried out by CKP in the first quarter of 2011; less 

• A sum equal to any unpaid tax and any other unpaid liabilities incurred before the completion date; 
less 

• A sum equal to the estimated tax payable on profits achieved from 1 January 2011 to completion 
date. 

3.7. In addition, a profit share arrangement has been agreed whereby Sendi Unik will receive RM 1,666,666 

each calendar year that the average Crude Palm Oil (“CPO”) selling price exceeds RM 3,000 per tonne.  

This profit share is only payable a maximum of 3 times over the 5 years from 1 January 2011, i.e. a total 

possible payment of RM 5 million. 

3.8. Completion is expected to occur on 31 March 2011 with specific conditions for completion being: 

• Approval of CI Resources shareholders in accordance with the requirements of the ASX Listing 
Rules; 

• PRL obtaining loan finance from OCBC Bank (Malaysia) Berhad or another bank licensed in 
Malaysia for an amount of not less than US$30 million over a period no less than 5 years to part 
finance the purchase of the shares; 

• Execution of the Management Agreement with PGC to manage the business from completion date; 
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• Transfer of all CKP employees to PGC on the same terms and conditions; 

• Settlement of all outstanding obligations relating to the transferred employees;  

• Approval of Sendi Unik board and shareholders; and 

• Receipt of all regulatory and third party approvals. 

3.9. On completion, PRL will acquire the business of CKP as a going concern with the assets, the property, 

the intellectual property and the inventory but without any liabilities, employees or cash balances in the 

bank accounts. 

Management Agreement 

3.10. The proposed Management Agreement between CKP and PGC is conditional on the fulfilment of the 

following conditions: 

• Sale of the CKP shares to PRL having been completed; 

• Board and shareholder resolutions of PGC having been approved; and 

• Board and shareholder resolutions of PRL and CI Resources having been approved. 

3.11. The date of fulfilment of these conditions will be the commencement date of the Management Agreement; 

the initial term is 3 years with rolling annual renewal periods. 

3.12. The Management Agreement requires PGC to manage the operations in the Plantation and Mill, provide 

management services and meet the manager’s costs.  An imprest account of RM 10 million must be set 

up by PRL.   

3.13. PRL will remain liable for the costs of capital expenditure, insurance, licence fees, statutory charges, 

delivery transport and external brokerage commissions. 

3.14. The management services include providing all supervision, labour and operational supplies for both the 

Plantation and the Mill, arranging the purchase of external Fresh Fruit Bunches (“FFB”) supplies and the 

transportation and sale of all CPO, Palm Kernels (“PK”) and wastes from the Mill. 

3.15. The agreed management fee is: 

• RM 180 per tonne for all FFB delivered to the Mill from the Plantation (“the Plantation Management 
Fee”); and 

• RM 40 per tonne for all FFB processed by the Mill (including those delivered from the Plantation) 
(“the Mill Management Fee”). 

3.16. Two bonus payments have been negotiated to recognise improvements in performance and market 

conditions: 

• If the Oil Extraction Rate (“OER”) for CPO for the month averages above 20%, the Mill 
Management Fee will be increased by RM 3.25 per tonne of FFB processed for that month; and 

• If the CPO sales price for the month averages above RM 3,000, the Mill Management Fee will be 
increased by RM 15.50 per tonne of CPO sold in that month.  
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3.17. PGC may seek a review of the management fees if the costs of labour, fuels or fertiliser increase in any 

calendar year.  No allowance for annual indexation is included in the contract. 

3.18. As both transactions are conditional upon the successful completion of the other, for the purposes of our 

report, we have treated them as one transaction and provide only one opinion to the Non-Associated 

Shareholders on the Proposed Transactions. 
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4. Purpose of this Report  

ASX Listing Rules 

4.1. Australian Securities Exchange (“ASX”) Listing Rule 10.1 provides that an entity must ensure that neither 

it, nor any of its child entities, acquire a substantial asset from, or dispose of a substantial asset to a 

substantial holder without the prior approval of the entity’s shareholders. 

4.2. PRL is a subsidiary of the Company as the Company holds 47.71% of the issued share capital of PRL.  

On the basis of this interest, the Board (together with the guidance of the Company’s auditors) has 

formed the view that the Company controls PRL.  Therefore, PRL is deemed to be a “child entity” of the 

Company for the purposes of the ASX Listing Rules. 

4.3. The current owner of CKP is Sendi Unik, a company associated with the Prosper group. Prosper holds 

direct and indirect interests totalling approximately 19% of the issued share capital of CI Resources and, 

for the purposes of the ASX Listing Rules, is a “substantial holder” of the Company. In addition, Mr Tee 

Lip Sin is a common director of CI Resources and Sendi Unik. 

4.4. For the purposes of ASX Listing Rule 10.1, a “substantial asset” is an asset valued at greater than 5% of 

the equity interests of a company.   

4.5. The purchase price of CKP is RM 145 million, which equates to approximately $47.1 million at today’s 

exchange rate, and is therefore deemed to be a “substantial asset” for the proposes of the ASX Listing 

Rules.  Therefore, the acquisition of CKP is considered to be an acquisition of a substantial asset by a 

child entity of the Company from a substantial holder. 

4.6. The projected annual payment under the Management Agreement is approximately $5 million and is 

therefore also deemed to be a “substantial asset” for the purposes of the ASX Listing Rules.  Therefore, 

the Management Agreement transaction is considered to be a disposal of a substantial asset by a child 

entity of the Company to a substantial holder. 

4.7. Accordingly, the Company is seeking the approval of holders of CI Resources’ ordinary securities whose 

votes are not to be disregarded (the Non-Associated Shareholders) for the Proposed Transactions in 

accordance with ASX Listing Rule 10.1. 

4.8. Where ASX Listing Rule 10.1 approval is sought, shareholders must be presented with a report on the 

proposed transaction from an independent expert.  The report must state whether the proposed 

transaction is “fair and reasonable” to Non-Associated Shareholders. 

Basis of Evaluation 

4.9. In determining whether the Proposed Transactions are “fair and reasonable” we have given regard to the 

views expressed by ASIC in Regulatory Guide 111 Contents of Expert’s Reports (“RG 111”). 

4.10. RG 111 provides ASIC’s views on how an expert can help security holders make informed decisions 

about transactions.  Specifically it gives guidance to experts on how to evaluate whether or not a 

proposed transaction is fair and reasonable. 

4.11. RG 111 states that the expert’s report should focus on: 

• the issues facing the security holders for whom the report is being prepared; and 
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• the substance of the transaction rather than the legal mechanism used to achieve it. 

4.12. Although RG 111 does not indicate what is considered “fair and reasonable” in the specific context of an 

acquisition or disposal by a company of a substantial asset, it does provide some guidance as to the 

considerations relevant in determining whether a proposed transaction is fair and reasonable. 

4.13. In assessing whether the Proposed Transactions are fair and reasonable to the Non-Associated 

Shareholders, the analysis undertaken is as follows: 

• A comparison of the fair value of the consideration offered for CKP to the fair value of the assets 
being acquired – fairness of CKP Acquisition; and 

• An assessment of whether the Management Agreement is being conducted on commercial terms – 
fairness of the Management Agreement. 

4.14. We have also considered the advantages and disadvantages of the Proposed Transactions in the event 

that they proceed or do not proceed including: 

• The future prospects of CI Resources if the Proposed Transactions do not proceed; and 

• Any other commercial advantages and disadvantages to the Non-Associated Shareholders as a 
consequence of the Proposed Transactions proceeding. 
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5. Profile of CI Resources 

Overview 

5.1. CI Resources is a Western Australian based public company listed on the Australian Securities Exchange 

(ASX code CII).  CI Resources was admitted to the official list on 24 July 1987. 

5.2. CI Resources has a portfolio of phosphate interests in Australia and China; its key assets are: 

• 47.71% interest (1,633,630 shares out of 3,423,507 as at 14 December 2010) in Phosphate 
Resources Limited, a public unlisted Australian company whose principal activity is mining, 
processing and sale of phosphate rock and phosphate dust from its 100%-owned phosphate mine 
on Christmas Island; and 

• 100% interest in XiFeng International Pte Ltd (“XiFeng”), a Singaporean company, which in turn 
holds an interest in Phosphate Resources (HuaLin) Pte Ltd, a Chinese company with interests in 
three phosphate mines in China. 

Phosphate Resources Limited 

5.3. PRL has mined and exported phosphate from Christmas Island since 1991 and is a leading producer of 

phosphate rock in the South East Asia region. It supplies Malaysia, Indonesia, Australia, New Zealand 

and Thailand with up to 800,000 tonnes per year. 

5.4. PRL produces and markets its phosphate under the brand name Christmas Island Rock Phosphate 

(“CIRP”) both in the form of bulk and bagged dust.  The phosphate is primarily sold as raw materials for 

fertiliser production or as a direct application product to Palm Oil plantations. 

5.5. Phosphate mining commenced on Christmas Island over 100 years ago; PRL was founded in 1990 by the 

workforce of the previous mining company and commenced operations the following year after re-opening 

the mine. 

5.6. Current resources held by PRL on Christmas Island indicate approximately five years of mine production 

can be maintained.  The company recently sought additional mining leases to extend phosphate export 

operations but was unsuccessful. In addition to the phosphate business, PRL has wholly owned 

subsidiaries involved in fuel and earthmoving operations on Christmas Island.  

5.7. PRL has been considering alternative business opportunities, both through diversification of existing 

activities and extension of value into current industry sectors, to ensure the survival of the company as a 

dividend producing entity after mining on Christmas Island ceases 

Financial Performance 

5.8. The financial statements of CI Resources for the year ended 30 June 2010 reflected CI Resources and 

PRL as a consolidated group for the first time, following the determination that PRL was a controlled 

entity of CI Resources from 1 April 2010.  Therefore, for the 2010 financial year, profits from PRL were 

equity accounted for 9 months and consolidated for 3 months. 

5.9. The statement of comprehensive income for CI Resources is set out in Table 2 providing the audited 

results for the years ended 30 June 2009 and 30 June 2010.  The comparative results for the year ended 

30 June 2009 are not consolidated.  
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 Paragraph  Year ended Year ended 
 

$000’s Ref. 
 

30-Jun-10 
Consol. 

 

30-Jun-09 
Company 

 

 
Audited Audited 

 

 Continuing operations 
 Revenue 21,027 148 
 

 Cost of Sales (14,223) - 
 Gross Profit 

  
6,804 

 
148 

  

 Other Income 1,024 28 
 Share of net profits of associates 5.10 1,748 19,976  
 

 Net gain on acquisition of subsidiary 5.11 1,649 - 
 ( 

 Other expenses 5.13 (4,038) (3,672) 
 Finance Costs (151)  -  
   

 Profit for the period before tax 
  

7,036 
 

16,480 
  Income tax (1,059) 

 

 Net profit for the period 5.10 
 

5,977 
 

16,480  
  

 Other comprehensive income   
 Foreign currency translation - 530  
   

 Total comprehensive income for the 
period 5,977 17,010  

 

 Memo: 
    Net profit attributable to members of CI 

Resources 
 

5,746 
 

18,161  
  Basic and diluted earnings per share (cents) 8.20 24.19  

  
       

Table 2: Financial Performance for the years ended 30 June 2010 and 2009 

5.10. Net profit in the year ended 30 June 2009 was significantly boosted by the equity accounted profit from 

PRL of approximately $20 million.  The phosphate price escalated to unprecedented levels early in the 

2009 financial year, resulting in a strong performance by PRL.  However, demand and prices 

subsequently fell rapidly during the global financial crisis therefore the results for the subsequent financial 

periods were reduced. 

5.11. As noted above, the financial results for the year ended 30 June 2010 include 3 months of consolidated 

results from PRL. The results for this year are affected by several consolidation adjustments required for 

the new accounting treatment of PRL, including a $0.9 million theoretical gain on consolidation and a $0.7 

million investment write-up. 

5.12. A breakdown of the profit recorded in the year ended 30 June 2010 is shown below: 

 

$ 

Equity accounted profit of PRL (9 months) 1,748,000 

Consolidated profit of PRL (3 months) 1,556,000 

Consolidated foreign exchange gain  1,024,000 

Gain on consolidation incl. investment write-up 1,649,000 

TOTAL 5,977,000 

Table 3: Analysis of Profit for the Year Ended 30 June 2010 
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5.13. Other expenses in the year ended 30 June 2009 include a $3 million impairment charge relating to the full 

impairment of a joint venture interest in a Chinese fertiliser manufacturing company, Guizhou Tianfeng 

Chem-Phos Company Ltd, which was held by CI Resources’ subsidiary XiFeng.   

Financial Position 

5.14. The table below sets out the audited statement of financial position for CI Resources as at 30 June 2009 

and 30 June 2010. 

 

Paragraph  30-Jun-10 30-Jun-09 

Ref. 
 

Consol. 
 

Company 

 

Audited Audited 

Current Assets 

Cash & cash equivalents 28,522       6,738  

Trade and other receivables 19,304 18 

Derivative financial assets 5.16 5,556 - 

Inventories  10,166             -  

63,548        6,756  

Non-Current Assets 

Term deposits held to maturity 5.16 22,482 - 

Deferred tax assets 6,515 - 

Plant & equipment 10,860 - 

Mine properties 5.17  5,347                  -   
Investments accounted for using the 
equity method -     25,076  

45,204     25,076  
    

Total Assets 108,752      31,832  

Current Liabilities 

Trade and other payables 5,558 64 

Interest bearing loans and borrowings 5.18 1,711 - 

Income tax liability 4,074 -  

Provisions 5.18 2,374 60 

 13,717  124 

Non-Current Liabilities 

Payables 48 - 

Borrowings 5.18 1,954 - 

Deferred tax liability          4,705  -  

Provisions 5.18 14,417 - 

 21,124  - 

Total Liabilities 34,841           124  

NET ASSETS 5.15 73,911      31,708  

Equity 

Contributed equity 17,970  17,970  

Reserves 364  364  

Retained earnings 5.19 12,820  13,374  

Parent interest 5.15 
 

31,154 
 

    31,708 
 Non-controlling interests 42,757 - 

TOTAL EQUITY 73,911     31,708 

Table 4: Financial Position as at 30 June 2010 and 2009 
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5.15. The equity interest of CI Resources remained stable at approximately $31 million from 30 June 2009 to 

30 June 2010.  However, the net assets have increased significantly at 30 June 2010 as a result of the 

consolidation of 100% of PRL.  

5.16. The derivative financial asset relates to US$ forward exchange contracts used as economic hedges. 

Included within the term deposits held to maturity are $5.7 million of trust funds and bonds to cover 

employee entitlements and demolition costs. 

5.17. The $5.3 million mine properties asset relates to a 59% interest in a phosphate mining project comprising 

three mines in China, which a subsidiary of PRL acquired in May 2009.  

5.18. Borrowings primarily relate to lease liabilities and an insurance premium funding loan of $0.5 million.  

Provisions comprise employee entitlements of $4.5 million, redundancy pay-outs of $5.3 million and 

demolition costs of $6.9 million. 

5.19. An interim dividend of 2 cents per share was paid on 22 March 2010 and a final dividend of 2 cents per 

share was paid on 24 September 2010. 

Capital Structure 

5.20. The capital structure of CI Resources as at 30 September 2010 is set out below: 

 

Number 

Total ordinary shares on issue 72,874,102 
 

Top 20 shareholders 68,452,726 

Top 20 shareholders as % of shares on issue 93.9% 

Table 5: Capital Structure as at 30 September 2010 

5.21. The five largest shareholders held 83.6% of the shares on issue as at 30 September 2010 as set out in 

the table below. 

 

Name No. of 
Shares 

 Percentage 
of Issued 

Shares (%) 

 

     

Phillip Securities Pte Ltd 32,756,810  44.95  

CCM International Sdn Bhd 12,000,000  16.47  

Prosper Trading Sdn Bhd 11,616,000  15.94  

Mr Willy See Khiang Teo 2,866,476  3.93  

Citicorp Nominees Pty Limited 1,668,717  2.29  

Total Top 5 60,908,003  83.58  

Others 11,966,099  16.42  

Total Ordinary Shares on Issue 72,874,102  100.00  
     

Table 6: Largest Shareholders as at 30 September 2010 

5.22. The distribution of shareholders in CI Resources as at 30 September 2010 is as follows: 
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Range No. of Ordinary 

Shareholders 

 

1 – 1000 66  

1001 – 5,000 79  

5001 – 10,000 108  

10,001 – 100,000 69  

100,001 + 33  

  355  
    

Table 7: Distribution of Shareholders as at 30 September 2010 

5.23. CI Resources does not have any unlisted securities or share options on issue. 
 
Share Price and Performance 

5.24. The daily share price and traded volume of CI Resources from 1 July 2009 to 11 January 2011 is shown 

in the graph below. 

Figure 1: Daily Closing Share Price and Traded Volumes (Source: Bloomberg) 

5.25. The share price of CI Resources traded in the range of $0.80 to $0.90 for most of the 2010 financial year, 

before falling steadily from April 2010 onwards in line with the overall market trend.     

5.26. On 19 July 2010, the Company disclosed that the Commonwealth Minister for Environment, Heritage and 

the Arts had rejected PRL’s application for additional mining leases on Christmas Island; the share price 

initially rose after this announcement but then fell to around $0.60. 

5.27. CI Resources has traded between approximately $0.50 and $0.60 over the last month. 
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5.28. As a result of the large holdings by key investors, the volume of CI Resources shares traded is very low.  

In the 50 trading days prior to the announcement of the Proposed Transactions, trades only occurred on 

28% of those days with 0.05% of the total issued share capital being traded over the period. 
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6. Profile of Cheekah-Kemayan Plantations 

6.1. CKP was acquired by the Prosper Group in 2004.  It had previously been owned by MHC Plantation 

Berhad since 1997 and was known as MHC Kemayan Plantation Sdn Bhd. 

6.2. CKP has 5 million shares on issue, all of which are owned by Sendi Unik; Mr Tee Lip Sin is a director of 

Sendi Unik as well as CI Resources. Sendi Unik has numerous shareholders, a number of which are 

Prosper Group companies. 

Overview of Plantation and Operations 

6.3. CKP is a 4,060 acre palm oil estate with a processing facility in the State of Pahang, approximately two 

hours drive from Kuala Lumpur, the capital of Malaysia.  The property is on leasehold title and consists of 

7 individual 99-year leases; the expiry dates range from 2066 to 2073 as shown in the table below.  

 

No. Lot No. 
Area 

(acres) 
 Lease 

Period Lease Term Conditions 
  

1 2388, PT 1315  99 years 11 May 1967 to 
10 May 2066 

Only for use as oil 
palm plantation 

 

2 4604, PT 2036 455  99 years 30 June 1971 to 
28 June 2070 

 

3 4605, PT 2037 450     

4 2457, PT 2330 340  99 years 31 July 1974 to 
30 July 2073 

None  

5 2458, PT 2327 500       

6 2459, PT 2328 500       

7 2841, PT 2329 500       

Total 4,060  
  

 Table 8: Summary of Leases Held by CKP 

6.4. The Plantation is fully planted on generally flat to low lying land with all areas in production; it is 

understood to be second generation plantings aged from 9 to 15 years old.  The replanting policy is 25 to 

30 years, therefore there is understood to be at least 10 years of production remaining before any 

replanting is required. 

6.5. CKP purchases Fresh Fruit Bunches (“FFB”) from surrounding estates to supplement its own production 

and utilise surplus milling capacity.  External purchases account for approximately 80% of the Mill’s 

annual throughput. 

6.6. The Mill was constructed in 1971 but has undergone a number of upgrades since that time, the most 

recent being after acquisition by the Prosper Group in 2004. The general condition is understood to be 

good although an independent engineering audit report commissioned in November 2010 states that 

some upgrading and/or rehabilitation works are necessary to enable the Mill to operate efficiently.  

6.7. The Mill is licensed to process fruit at 50 metric tonnes per hour (mt/hr).  Generally the Mill operates in 

two shifts for 16 to 20 hours per day; if additional fruit were available then the Mill could increase to 24-

hour operations with three shifts. 

6.8. The palm products of Crude Palm Oil (“CPO”) and Palm Kernels (“PK”) are currently sold through a 

managing agent which is also part of the Prosper Group.  The key management personnel are employees 

of the Prosper Group, provided under contract to CKP.  Housing is provided for all permanent employees 

of CKP, both Estate and Mill workers. 
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Financial Performance 

6.9. The financial performance of CKP for the three years ended 31 December 2010 is shown in the table 

below, extracted from the 2008 and 2009 audited financial reports and the 2010 management accounts.  

 

All RM  Year ended Year ended Year ended  

   
Ref. 31-Dec-10 31-Dec-09 31-Dec-08  

   

 Unaudited Audited Audited  

Sales   

CPO  77,674,477 72,840,620 115,478,778  

PK  14,835,844 11,619,149 20,868,297  

Palm shells   2,135 3,901 7,186  

Total sales 
 

6.10 92,512,456 84,463,671 136,354,261  
  

Cost of goods sold   

Opening inventory  2,253,479 2,236,344 4,488,178  

Cost of manufacture   

Opening inventory  269,389 7,545 218,344  

Purchases - related  17,769,522 37,674,184 54,812,773  

Purchases - 3rd party  44,594,679 19,418,761 43,639,914  

Less Closing inventory  (45,074) (269,389) (7,545)  

Estate depreciation  603,393 609,712 607,381  

Estate expenses 6.15 6,534,377 8,334,371 10,461,439  

Mill depreciation  1,122,227 1,102,347 1,118,196  

Mill expenses 6.16 5,384,285 5,275,921 5,808,721  

Other manufacturing expenses  467,952 (28,165) -  

Total cost of manufacture  76,700,750 72,125,287 116,659,223  

Less Closing inventory   (1,062,018) (2,253,479) (2,236,344)  

Total cost of goods sold  77,892,211 72,108,152 118,911,057  
        

Gross profit 
 

 14,620,245 12,355,518 17,443,203  

GP% 6.12 15.8% 14.6% 12.8%  
  

Other operating income 6.17 90,807 124,088 72,906  

Trading expenses   

Administration expenses 6.18 427,646 748,945 1,783,914  

Selling and distribution costs 6.19 1,617,796 1,943,296 2,375,578  

Total trading expenses  2,045,442 2,692,241 4,159,492  
        

Profit before interest and tax  12,665,610 9,787,366 13,356,617  
  

Finance costs  142,115 487,688 980,954  
        

Profit before tax  12,523,495 9,299,678 12,375,663  
  

Taxation 6.20 n/a 2,300,719 3,200,862  
  

Profit after tax 
 

6.20 12,523,495 6,998,959 9,174,801  
  

MEMO:           

Grown FFB (mt)  33,897 39,875 50,459  

Purchased FFB (mt)   114,848 137,177 173,580  

Total FFB (mt)    148,745 177,052 224,039  

Grown FFB as % of Total 6.14 22.8% 22.5% 22.5%  
      

 
      

 

Average Selling Price - CPO 6.10  2,690 2,138 2,768  

Purchase Price as % of CPO Selling Price  20.2%  19.5% 20.5%  
              

Productivity - CPO 6.13 19.40%  19.14% 18.73%  
              

Table 9: CKP Financial Performance for the 3 Years ended 31 December 2010 
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6.10. Total sales have fluctuated from RM 136 million in the high volume year of 2008, to RM 84 million in 2009 

when the Malaysian industry was affected by recent drought conditions and the lingering effects of a 

weak global economy.  The average CPO selling price fell from RM 2,768 per tonne in 2008 to RM 2,138 

in 2009, a decline of almost 30%. 

6.11. In the 2010 year, management results indicate that sales have improved to RM 92.5 million as a result of 

a recovery in the CPO market price, despite FFB volumes remaining low. 

6.12. The gross profit margin has improved from 12.8% in 2008 to 15.8% in the draft 2010 results; this is driven 

by three main factors: 

• an increase in CPO productivity from 18.7% in 2008 to 19.4% in 2010; 

• a small decline in the purchase price of FFB as a percentage of the CPO selling price 

from 20.5% in 2008 to 20.2% in 2010; and  

• a reduction in Estate Expenses from RM 10.5 million in 2008 to RM 6.5 million in 2010. 

6.13. CPO productivity is a performance indicator of how much CPO is extracted from the FFB input, i.e. the Oil 

Extraction Rate or OER.  The OER achieved is dependent on the quality of the FFB grown and 

purchased; Bloomberg states that the overall average OER for CPO in Malaysia was 20.3% in December 

2010. 

6.14. The proportion of FFB purchased from external sources has remained constant at around 77.5% of total 

input. 

6.15. The Estate Expenses primarily relate to harvesting, fertilising, farming and maintenance costs.  Fertilising 

accounts for approximately 50% of these costs, therefore the price of fertiliser can potentially have a 

significant impact on the total Estate Expenses.  The reduction in Estate Expenses from 2008 through to 

2010 is primarily due to declining maintenance and farming costs following the completion of several 

large projects such as shade pruning and rat-baiting. 

6.16. Mill Expenses relate to the manufacturing costs of producing the CPO and PK, comprising labour, diesel 

fuel, maintenance costs and production levies.  These expenses have remained relatively stable over the 

last three years of trading. 

6.17. Other income predominantly comprises interest earned on cash balances and deposits. 

6.18. Administration costs in 2008 were high in comparison to 2009 and 2010 as a result of a RM 780,000 

Palm Oil Registration and Licensing Authority (“PORLA”) cess (taxation) payment; it appears that this 

payment has not been included in 2009 and 2010 although we understand that the cess is usually an 

annual payment to PORLA in Malaysia. 

6.19. The Selling and Distribution Costs relate to transport costs and brokers commission, therefore total costs 

reduce in line with the volumes processed and sold. 

6.20. The income tax calculation has not yet been completed for the 2010 financial results; however, the 

historic tax rate has been 25% therefore a charge of RM 3.1 million can be estimated.  This would reduce 

the profit after tax to RM 9.4 million, in line with the 2008 results and an improvement on 2009. 
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Financial Position 

6.21. The financial position of CKP for the three years ended 31 December 2010 is shown in the following 

table, extracted from the 2008 and 2009 audited financial reports and the 2010 management accounts. 

 

 As at As at As at As at 

All RM Ref. 31-Dec-10 31-Dec-09 31-Dec-08 31-Dec-07 
 Unaudited Audited Audited Audited 

 

Current Assets  

Inventories  1,479,578 2,719,462 2,407,118 4,919,363 

Trade and other receivables  684,283 3,792,626 9,826,860 7,949,864 

Fixed deposits  20,000 30,000 30,000 30,000 

Short-term deposit  - - 4,000,000 - 

Cash and bank balances 6.23 6,647,337 11,848,895 7,249,029 6,330,596 
 8,831,198 18,390,983 23,513,007 19,229,823 

Non-Current Assets  

Property, plant and equipment 6.24 48,481,020 49,210,188 50,118,616 49,796,156 

Other investment  - 4,024,456 - - 
 48,481,020 53,234,644 50,118,616 49,796,156 
 

Total Assets  57,312,218 71,625,627 73,631,623 69,025,979 
 

Current Liabilities  

Trade and other payables  3,141,767 12,207,752 11,572,049 9,862,779 
Amount owing to holding 
company 6.25 - 12,119,453 15,499,827 15,499,827 

Hire purchase liabilities 6.25 129,558 123,935 140,205 71,648 

Term loan  - 5,000,000 6,000,000 6,000,000 

Tax liabilities  7,608 538,608 388,349 788,003 
 3,278,933 29,989,748 33,600,430 32,222,257 

Non-Current Liabilities  

Hire purchase liabilities  - 126,089 250,024 41,589 

Term loan  - - 5,000,000 11,000,000 

Deferred tax liabilities 6.26 4,831,140 4,831,140 5,101,514 5,257,319 
 4,831,140 4,957,229 10,351,538 16,298,908 
 

Total Liabilities  8,110,073 34,946,977 43,951,968 48,521,165 
 

NET ASSETS 6.22 49,202,145 36,678,650 29,679,655 20,504,814 
 

Shareholders' Equity  

Share capital 6.27 5,000,000 5,000,000 5,000,000 5,000,000 

Retained profits  44,202,145 31,678,650 24,679,655 15,504,814 

TOTAL EQUITY  49,202,145 36,678,650 29,679,655 20,504,814 
 

Table 10: CKP Financial Position for the 3 Years to 31 December 2010 

6.22. The net assets shown in the management accounts at 31 December 2010 are RM 49 million, an increase 

of RM 12.5 million from the previous year-end, although this is before accounting for income tax as 

discussed at paragraph 6.20 above. 

6.23. CKP had cash balances of RM 6.6 million at 31 December 2010, however these will not form part of the 

acquisition assets. 
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6.24. The property, plant and equipment balance primarily relates to the leasehold land which is recorded at 

RM 27 million net book value, and the Mill plant and machinery which is recorded at RM 10 million net 

book value. 

6.25. The only debt held by CKP at 31 December 2010 is RM 130,000 of hire purchase liabilities; all inter-

company balances have been settled. 

6.26. The deferred tax liabilities relate to temporary timing differences on the depreciation of the property, plant 

and equipment. 

6.27. The share capital is represented by 5 million ordinary shares fully paid at RM 1 each. 

  



 

 21 

 

 

 

7. Industry Profile of Palm Oil 

Overview and History 

7.1. Palm oil is a major component of the global oil and fats trade for food production; it is currently consumed 

by over 3 billion people in 150 countries. 

7.2. The oil palm tree originates from West Africa where it grows in the wild and was later developed into an 

agricultural crop.  Each tree bears 8 to 12 fruit bunches annually, each weighing 15kg to 25kg and 

containing 1000 to 3000 fruits. The trees may grow up to 60 feet in height and will start bearing fruit 30 

months after planting; they will continue to be productive for 20 to 30 years. 

7.3. Palm oil and palm kernel oil are edible plant oils derived from the fruits of oil palm trees; they are classed 

as highly saturated vegetable fats.  Palm oil is extracted from the pulp of the fruit of the oil palm, and palm 

kernel oil is derived from the kernel (seed) of the oil palm.   

7.4. Unrefined palm oil is dark red in colour due to a high level of carotenes; the refining process removes 

smells and coloration to leave a bleached version. 

7.5. Palm oil is a common cooking oil in southeast Asia and the tropical belt of Africa.  The low cost and high 

oxidative stability of the refined product has increased its use in the commercial food industry of other 

parts of the world; many processed foods now contain palm oil as an ingredient.  About 80% of palm oil 

produced globally is used in food with the remainder in oleochemicals manufacture and as biodiesel. 

7.6. A key reason for the low cost of palm oil, when compared to other vegetable oils, is the high yield per 

hectare. The table below shows the comparison yields of other major oilseeds, with palm oil being over 5 

times more productive per hectare than rapeseed and almost 10 times more than soya bean. 

 

Crop 
Oil Yield 

(MT/ha/yr)* 

Oil Palm 3.74 

Rapeseed 0.67 

Sunflower 0.48 

Soya bean 0.38 

* MT = metric tonnes  
  Ha = hectares   
   

Table 11: Average Oil Yields (Source: Oil World) 

Global Production and Demand 

7.7. Malaysia and Indonesia alone generate 85% of the world’s CPO production, as shown in the table below.   
 

2009 

 

m MT As % of total 

 
Indonesia 21.1 46% 

Malaysia 17.6 39% 

Others 6.7 15% 

Total 45.4 100% 

Table 12: Global CPO Production in 2009 (Source: Oil World) 
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7.8. In 2009, 45.4 million metric tonnes (“MT”) of CPO was produced globally, an increase of 5.2% from the 
previous year. 

7.9. Consumption in the same year totalled 45.2 million MT, an increase of 5.8% from 2008.  The primary 
drivers for this increase are rising edible oil demand from the emerging markets of India and China and 
increasing biodiesel use in Europe and the Americas.  India’s consumption alone has more than doubled 
since 2006. 

7.10. The top individual consumers of CPO are shown in the table below, with India and China accounting for 
29% of total global usage.   
 

2009 

 

m MT As % of total 

 
India 6.8 15% 

China 6.2 14% 

EU 5.6 12% 

Indonesia 4.9 11% 

Malaysia 2.4 5% 

Others 19.3 43% 

Total 45.2 100% 
 

Table 13: Global CPO Consumption in 2009 (Source: Oil World) 

7.11. Nomura, a leading Asian equity research group, forecast in its October 2010 Palm Oil report that demand 
for CPO would continue to rise by between 5% and 6% over the next four years. 

Malaysian Industry 

7.12. The oil palm tree was first introduced to Malaysia in the early 1870’s with the first commercial plantation 

developed in 1917.  In the 1960’s Malaysia’s Department of Agriculture established an exchange program 

with West African economies to commence research and development into oil palm breeding, as part of a 

drive to reduce the country’s economic reliance on rubber and tin.   

7.13. The Malaysian Palm Oil Board was subsequently founded by the government and is now the top research 

entity in oil palm tree breeding, palm oil nutrition and potential uses. 

7.14. Currently there is approximately 4.49 million hectares of land in Malaysia under oil palm cultivation. 

7.15. Around 75% of palm oil exports from Malaysia are shipped to China, the European Union, Pakistan and 

India.  They are mostly made into cooking oil, margarine, specialty fats and oleochemicals. 

Crude Palm Oil Price 

7.16. The CPO local price for Peninsular Malaysia is recorded by the Malaysian Palm Oil Council (“MPOC”); 

data for the last two calendar years shows an average price of RM 2,244 per MT in 2009 and RM 2,745 

per MT in 2010, an increase of 22% year-on-year. 

7.17. The following graph shows the monthly trend of CPO prices since January 2009, per MPOC, and also 

includes the CPO local spot prices for Peninsular Malaysia for the first four months of 2011 as extracted 

from Bloomberg.  
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Figure 2: Monthly CPO Prices from January 2009 to April 2011 (Source: MPOC and Bloomberg) 

7.18. CPO prices increased significantly towards the end of 2010 and are expected to remain bullish in the 

current calendar year; this is predominantly due to tight supply-demand conditions for global vegetable 

oils, depreciation of the US dollar and global food inflation.  
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8. Valuation Approach 

Approach to Assessing Fairness 

8.1. As previously stated in paragraph 4.13, in assessing whether the Proposed Transactions are fair to the 

Non-Associated Shareholders we have undertaken the following analysis: 

• compared the fair value of the consideration offered for CKP with the fair value of the assets to be 
acquired; and 

• assessed whether the Management Agreement is being conducted on commercial terms. 

Valuation Methodologies 

8.2. The consideration is in the form of cash and can therefore be valued at its face value. 

8.3. In assessing the value of CKP, we have considered a range of valuation methodologies.  RG 111 

proposes that it is generally appropriate for an expert to consider using the following methodologies: 

• the discounted cash flow (“DCF”) method and the estimated realisable value of any surplus assets; 

• the application of earnings multiples to the estimated future maintainable earnings or cashflows 
added to the estimated realisable value of any surplus assets; 

• the amount which would be available for distribution on an orderly realisation of assets; 

• the quoted price for listed securities; and 

• any recent genuine offers received. 

8.4. We consider that the valuation methodologies proposed by RG 111 can be split into three valuation 

methodology categories, as follows: 

Market Based Methods 

8.5. Market based methods estimate the fair market value by considering the market value of a company’s 

securities or the market value of comparable companies. Market based methods include; 

• Capitalisation of maintainable earnings; 

• The quoted price for listed securities; and 

• Industry specific methods. 

8.6. The capitalisation of earnings methodology is generally considered a short form DCF, where an 

estimation of the Future Maintainable Earnings (“FME”) of the business, rather than a stream of cash 

flows is capitalised based on an appropriate capitalisation multiple. Multiples are derived from the 

analysis of transactions involving comparable companies and the trading multiples of comparable 

companies. 

8.7. The recent quoted price for listed securities method provides evidence of the fair market value of a 

company’s securities where they are publicly traded in an informed and liquid market. 

8.8. Industry specific methods usually involve the use of industry rules of thumb to estimate the fair market 

value of a company and its securities. Generally rules of thumb provide less persuasive evidence of the 
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fair market value of a company than other market based valuation methods because they may not 

account for company specific risks and factors. 

Discounted Cash Flow Methods 

8.9. The DCF technique has a strong theoretical basis, valuing a business on the net present value of its 

future cash flows.  It requires an analysis of future cash flows, the capital structure and costs of capital 

and an assessment of the residual value or the terminal value of the company’s cash flows at the end of 

the forecast period.  This method of valuation is appropriate when valuing companies where future cash 

flow projections can be made with a reasonable degree of confidence.  

Asset Based Methods 

8.10. Asset based methodologies estimate the fair market value of a company’s securities based on the 

realisable value of its identifiable net assets. Asset based methods include:- 

• orderly realisation of assets method; 

• liquidation of assets method; and  

• net assets on a going concern basis. 

8.11. The value achievable in an orderly realisation of assets is estimated by determining the net realisable 

value of the assets of a company which would be distributed to security holders after payment of all 

liabilities, including realisation costs and taxation charges that arise, assuming the company is wound up 

in an orderly manner. This technique is particularly appropriate for businesses with relatively high asset 

values compared to earnings and cash flows. 

8.12. The liquidation of assets method is similar to the orderly realisation of assets method except the 

liquidation method assumes that the assets are sold in a shorter time frame. 

8.13. The net assets on a going concern method estimates the market values of the net assets of a company 

but unlike the orderly realisation of assets method it does not take into account realisation costs. Asset 

based methods are appropriate when companies are not profitable, a significant proportion of the 

company’s assets are liquid, or for asset holding companies. 

Selection of Valuation Methodologies 

Valuation of CKP 

8.14. We consider the most appropriate methodologies for valuing CKP to be: 

• Net assets on a going concern basis – using independent market valuations of the Plantation and 
Mill; and 

• Discounted cash flow – using financial projections developed by PRL as the basis of its investment 
decision. 
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9. Valuation of Cheekah-Kemayan Plantations 

9.1. As stated at paragraph 8.14, we have assessed the value of CKP on the basis of the fair value of the 

underlying assets and have also considered the value of its discounted future cash flows. 

Net Assets on a Going Concern Basis 

9.2. RG 111 envisages the use of an independent specialist when valuing specific assets. To assist in the 

valuation of the Plantation and Mill, RSMBCC has engaged Jones Lang Wootton (“JLW”) in Kuala 

Lumpur to prepare an independent valuation report on CKP’s Plantation and Mill.  A copy of JLW’s report, 

dated 8 February 2011, is attached to this report as Appendix 4. 

9.3. We have satisfied ourselves as to JLW’s qualifications and independence from CI Resources and PRL, 

and have placed reliance on its report. 

9.4. JLW has valued the Plantation at RM 120 million and the Mill at RM 26 million (under the property 

valuation guidelines in Malaysia a definite value must be given, not a range), a total of RM 146 million. 

9.5. For the Plantation, the valuation approach adopted by JLW is the Profits Method (by discounted cash 

flow) whereby the expected profits for each leasehold area were assessed over its lifetime, taking into 

account the forecast profit per tonne, yield per hectare and future re-planting costs.  We note that the 

forecast profit per tonne was determined by JLW using its industry knowledge and historic data provided 

by CKP, not on the basis of full cash flow projections.  The future profits were then discounted back to 

present value at a discount rate of 11% to determine the current market value.  This resulted in a total 

value for the Plantation of RM 120 million which equates to RM 30,040 per acre. 

9.6. As a cross-check to its primary valuation methodology, JLW also reviewed recent sales of palm oil 

plantation land to assess whether their determined value per acre was consistent with these transactions.  

The assessed value is lower than the reviewed sales transactions and therefore appears reasonable. 

9.7. For the Mill, the expected profits for the next three financial years were forecast and a terminal value 

included.  The future profits were then discounted back to present value at a discount rate of 14% to 

determine the current market value of RM 26 million. 

9.8. The remaining assets and liabilities of CKP have been valued at book value using the 31 December 2010 

balance sheet as a proxy for the financial position at acquisition, excluding cash balances which are not 

subject to the acquisition and factoring in the estimated tax payable for 2010.  

  

RM 

Net Assets at 31 December 2010 49,202,145 

Less: Estimated tax payable for 2010 (3,130,000) 

Adjusted Net Assets at 31 December 2010 46,072,145 
 

Less: 

  - Book value of Plantation and Mill (48,481,020) 

  - Cash at bank (6,647,337) 

Net Value of Other Assets and Liabilities (9,056,212) 

   

Table 14: Value of Other Assets and Liabilities 



 

 27 

 

 

 

9.9. A summary of the valuation on a net assets basis is shown below: 

  

RM 

Value of Plantation (per JLW Report) 120,000,000 

Value of Mill (per JLW Report) 26,000,000 

Value of other assets and liabilities (9,056,212) 

Value of CKP on a Net Assets Basis 136,943,788 

   

Table 15: CKP Valuation Summary 

9.10. The value of CKP on a net assets on a going concern basis is therefore assessed as RM 136.9 million. 

Discounted Cash Flow 

9.11. Under the DCF methodology, the value of the business is equal to the net present value (“NPV”) of the 

estimated future cash flows including a terminal value.  In order to arrive at the NPV, the future cash flows 

are discounted using a discount rate which reflects the risks associated with the cash flow stream. 

9.12. Therefore, to value CKP using the discounted cash flow methodology requires determination of the 

following: 

• Future cash flows; and 

• An appropriate discount rate. 

Future Cash Flows 

9.13. The financial model used by PRL for investment decision purposes has been provided to us for review, 

and comprises 10-year production and free cash flow projections commencing on 1 January 2011. 

9.14. Free cash flow represents the operating cash flows before interest (i.e. on an ungeared basis), less tax 

payments, capital expenditure and working capital requirements.  The free cash flow on an ungeared 

basis is adopted to enable the value of the business to be determined irrespective of the level of debt 

funding employed. 

9.15. Our review of the financial model has included: 

• Confirmation that the model reflects the terms of the Proposed Transactions and any material 
contracts that relate to CKP; 

• Review of the integrity and accuracy of the calculations in the model; and 

• Consideration of the key assumptions in the model and the performance of sensitivity analysis on 
these assumptions to highlight the impact of movement in these key assumptions on the value of 
CKP. 

9.16. In particular, the following key assumptions in the model have been considered: 

• Selling price of CPO and PK; 

• Productivity of CPO and PK; 
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• FFB grown and purchased from third parties; 

• Purchase price of FFB; 

• Management fee; 

• Other costs;  

• Capital expenditure; and 

• Terminal value. 

9.17. We have not undertaken a review of the cash flow forecasts or the financial model in accordance with 

Australia Auditing Standard AUS 804 “The Audit of Prospective Financial Information” and do not express 

an opinion on the reasonableness of the assumptions or their achievability.  However, nothing has come 

to our attention as a result of our procedures to suggest that the assumptions on which the forecast are 

based have not been prepared on a reasonable basis. 

Assumptions 

9.18. The detailed cash flow projections are not included in our report as they are considered to be 

commercially sensitive.  However, we set out below the key assumptions used in the projections. 

Revenue Assumptions 

9.19. Revenue is a function of projected commodity selling prices and production volumes.   

9.20. The selling price assumptions for CPO and PK are summarised below: 

 

Sales Prices (in real terms) 2011 2012 
2013 and 
onwards 

CPO RM/ Mt 3,000 2,900 2,600 

PK RM/ Mt 2,100 2,030 1,820 

- PK as a % of CPO 70.0% 70.0% 70.0% 

Table 16: Selling Price Assumptions 

9.21. As discussed in Section 7, the market price for CPO has increased significantly over the last 6 months 

with the average price in Peninsular Malaysia rising above RM 3,000 per tonne in November 2010 and 

expected to remain above this level for the immediate future; Bloomberg forward prices rise to RM 3,800 

in April 2011. 

9.22. The assumption of an average of RM 3,000 for the 2011 calendar year therefore appears reasonable with 

a small reduction in the following year to RM 2,900.  We understand that CKP has already received 

forward orders for 2011 at a rate of RM 3,300 per tonne which further supports this assumption.   

9.23. It is noted that, if the average selling price exceeds RM 3,000 in any calendar year, the earn-out payment 

and bonuses under the Management Agreement become payable.  These costs have not been included 

in the projections but the impact has been assessed as part of our sensitivity analysis. 

9.24. The model then assumes that prices fall to a level nearing the 2-year trend of RM 2,600 in 2013 and 

subsequent years.  The decline is assumed to occur as a result of supply-demand conditions relaxing in 

the industry. 
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9.25. The selling price of PK is calculated as a percentage of the CPO selling price, given that the market for 

both products is complementary.  The current selling price for PK is approximately 73% of the CPO 

selling price, therefore the assumption at 70% is consistent with the current level. 

9.26. Projected production levels are derived from the FFB input assumptions shown in the table below: 

 

Source 2011 2012 
2013 and 
onwards 

Estate Grown Mt 42,000 42,000 42,000 

Purchased Mt 142,788 149,259 156,243 

Total 184,788 191,259 198,243 

Table 17: FFB Input Assumptions 

9.27. FFB grown by the estate has averaged 41,600 tonnes per annum over the last four years; 2010 yields 

were low as a result of drought conditions in 2009 but subsequent heavy rainfalls are anticipated to 

improve yields for the next few years.   

9.28. The purchased FFB is based on forecasts provided by CKP management; the 2011 forecast tonnage is in 

line with the 4-year historic trend of 142,350 tonnes per annum.  Growth is projected in the purchased 

FFB over the subsequent two years as a result of some local plantations reaching maturity and the 

improved weather conditions. 

9.29. The productivity assumptions are constant throughout the projections at 19.25% for CPO and 6.0% for 

PK, i.e. for every tonne of FFB, 0.19 tonnes of CPO will be produced and 0.06 tonnes of PK.  The historic 

productivity ratios for CKP are summarised below: 

 

2007 2008 2009 2010  Projected 
   

CPO 18.58% 18.73% 19.14% 19.40%  19.25% 

PK 5.80% 6.01% 6.04% n/a  6.0% 
   

Table 18: Productivity Assumptions 

9.30. This shows that the assumption is in line with the trend.  Productivity ratios have gradually increased at 

CKP as a result of maturing palms both on the estate and from major suppliers. 

Purchase Price 

9.31. The purchase price of FFB is regulated by the Malaysian Palm Oil Board through the enforcement of a 

specific formula used to calculate the price.  This formula takes into account the current selling price for 

CPO and therefore ensures that all producers participate in market movements. 

9.32. The formula applied is: 

 
                  (CPO Selling Price – Industry Cess – Transport Cost) x CPO Extraction Rate 

PLUS:     (PK Selling Price – Transport Cost) x PK Extraction Rate  

LESS:     Milling Fee  

9.33. When applied to the historic and projected results, this results in a gross margin of approximately 80%. 
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Management Fee 

9.34. The projected management fee has been determined according to the quoted fees from PGC of RM 180 

per tonne for Estate costs and RM 40 per tonne for Mill costs; the results are shown in Section 10. 

Other Costs 

9.35. Foreign company expenses have been included in the projections to reflect the additional labour, 

insurance and compliance costs which would be incurred under the new structure.  These expenses also 

cover an allowance for independent advisors and audit fees to ensure that the Management Agreement is 

being carried out effectively and efficiently.   

9.36. The annual PORLA cess payment has been included in the projections on the basis of the latest 

payments in 2007 and 2008. 

9.37. The only other costs which would be incurred by CKP are transportation and external brokerage 

expenses.  Transportation costs have been estimated at RM 38 per tonne which is in line with historic 

amounts, and the brokerage is also based on the actual expense in recent years. 

Taxation 

9.38. The Malaysian corporate tax rate of 25% has been included.  

Capital Expenditure 

9.39. The projections assume an increased spend in the first year of acquisition of RM 3.7 million followed by 

RM 2.2 million per annum which is considered by management to be sufficient to maintain both 

operational efficiencies and health and safety compliance.  It is noted that this is higher than the historic 

spend. 

Terminal Value 

9.40. The terminal value has been calculated on the basis of the last year’s projected free cash flow multiplied 

by 1 / (discount rate less growth rate) which is considered to be an appropriate methodology for this 

business. 

9.41. The growth rate adopted in the projections is the 6-year average Malaysian Consumer Price Index rate of 

2.5% per annum. 

Discount Rate 

9.42. A discount rate of between 11.5% and 13.9% has been used in the valuation.  In selecting this range, we 

have considered: 

• The specific business risks of CKP; and 

• The required rate of return for investments in plantation businesses. 

9.43. A detailed consideration of the selected discount rate is set out in Appendix 3. 
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Valuation Range and Approach 

9.44. The key sensitivity in the valuation of CKP is the future sales price of CPO, we have therefore undertaken 

a sensitivity analysis increasing and decreasing the projected prices by 10%.  The results are shown 

below along with the valuation range based on the unadjusted projections. 

 

Discount Rate 
NPV - RM millions 13.90% 12.70% 11.50% 

CPO Selling Price 

  - Base 116.8 130.3 147.5 

  - Increase by 10% 133.8 149.7 170.0 

  - Decrease by 10% 95.5 106.5 120.5 

Table 19: Valuation Range 

9.45. We consider that a fair valuation range for CKP based on the Discounted Cash Flow methodology is 

between RM 116.8 million and RM 147.5 million. 

Valuation Summary  

9.46. A summary of our assessed values of CKP is shown below. 

 

RM million Low High 

Net Assets on a Going Concern 136.9 136.9 

Discounted Cash Flow 116.8 147.5 

Preferred Valuation 136.9 
 

136.9 
     

Table 20: CKP Valuation Summary 

9.47. The assessed value on the basis of Net Assets falls within our assessed range for the Discounted Cash 

Flow methodology.  

9.48. We have adopted the Net Assets valuation methodology as our primary basis as this valuation has been 

conducted by industry experts in the Plantation’s locality and therefore brings a degree of experience 

which the forecast cash flows prepared by PRL management may not.  
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10. Management Agreement 

10.1. As stated at paragraph 8.1, to assess whether the Management Agreement is fair to the Non-Associated 

Shareholders, we have considered whether the contract is on commercial terms. 

10.2. The key terms of the Management Agreement with PGC, a Prosper Group company, are: 

• 3-year initial term with rolling annual renewal periods; 

• Management services include providing all supervision, labour and operational supplies for both 
the Plantation and the Mill, arranging the purchase of external FFB supplies and the sale of all 
CPO, PK and wastes from the Mill; 

• Plantation Management Fee of RM 180 per tonne for all FFB delivered to the Mill from the 
Plantation; 

• Mill Management Fee of RM 40 per tonne for all FFB processed by the Mill (including those 
delivered from the Plantation); 

• Ability to seek fee review if labour, fuel or fertiliser costs increase in any calendar year; 

• Bonus payment on Mill Management Fee of RM 3.25 per tonne of FFB processed in any month 
that the OER for CPO averages above 20%; and  

• Bonus payment on Mill Management Fee of RM 15.50 per tonne of CPO sold in any month that the 
CPO sales price averages above RM 3,000.  

Comparison to Alternative Provider 

10.3. To assess whether these terms are commercial, a proposal for the provision of management services has 

also been obtained from an alternative provider, a subsidiary company of a major oil palm plantation 

company in Malaysia, which for confidentiality reasons will be referred to as “B Company”. 

10.4. PRL attended a meeting with B Company in October 2010 and received a written quote for the provision 

of plantation management agency services.  The fee quote consists of various individual items rather than 

the cost per tonne approach used by PGC, and is summarised below: 

 

Services Fees Remarks 
   

Management Fees RM 75/ha 
This excludes Management 
salaries and all fringe benefits 
which will be charged to the 
client. 

Fee includes: 
a) General Management of the estate 
b) Allocation of key management staff 
c) Marketing Strategies and Services including 

billing and debt collection 
d) Financial Management including preparation of 

monthly estate accounts up to Trial Balance 
e) Human Resources Management 

 
Agronomic Services for 
fertilizer recommendation 

RM 10.00 per ha per visit 
including foliar sampling & 
analysis 

The fee does not include any incidentals or out of 
pocket costs incurred for the visits which will be 
claimed separately. 
 

Planting Adviser Visits RM 6.50 per ha per visit  The fee does not include any incidentals or out of 
pocket costs incurred for the visits which will be 
claimed separately. 
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Buying Commission 2.5% on purchase price 
 

On purchase of any inputs, equipments, etc 
managed by B Company’s Procurement. 
 

Selling Commission 3% on gross sales 
 

Calculated on any sale revenue generated by the 
estate, such as revenue from FFB sales, or other 
estate products 
 

Preparation of monthly 
accounts 
 

Negotiated Including P&L, Balance Sheet, Taxation and other 
Accounting Services 

IT System – Maintenance 
Support 
 

 Depends on the system employed by the Company 
and based on market fair cost. 

Table 21: Summary of B Company Quote 

10.5. As a result of the different approaches adopted by the two parties, the approach we have adopted to 

compare the offers is to apply the stated fees to the 2010 actual trading results of CKP and the 2011 

forecast trading results.  

10.6. The calculation of the management fee estimated for PGC for the 2010 actual results and 2011 forecast 

results is shown below: 

  

 Rate 
FFB 2010 

(MT) 
Total Fee 

2010 (RM) 
FFB 2011 

(MT) 
Total Fee 

2011 (RM) 
    

Estate Fruit 220.00 33,897 7,457,245 42,000 9,240,000 

External FFB 40.00 114,848 4,593,936 142,788 5,711,520 

Total Management Fee      12,051,182   14,951,520 
  

Table 22: Estimated Fee for PGC – 2010 and 2011 Results 

10.7. The calculation of the management fee estimated for Company B for the 2010 actual results and 2011 

forecast results is shown below: 

 

Rate 
Hectares / 

Value 2010 
Total Fee 

2010 (RM) 
Hectares / 

Value 2011 
Total Fee 

2011 (RM) 

Fixed Costs           

Mngt Fee 75.00 1,616.6 121,245 1,616.6 121,245 

Agronomic Services 10.00 1,616.6 16,166 1,616.6 16,166 

Planting Advisory Services 6.50 1,616.6 10,508 1,616.6 10,508 

    147,919   147,919 
            

Variable Costs 
   

  
 Buying Commission 2.5% 13,652,104 341,303 15,962,109 399,053 

External FFB Purchases 2.5% 62,364,201 1,559,105 75,890,037 1,897,251 

Selling Commission 3.0% 92,512,456 2,775,374 112,655,244 3,379,657 

Prep Monthly A/C's Est.    12,000   12,000 

IT System Est.    10,000   10,000 

Manager Salary etc Est.    50,000   50,000 
            

Total Management Fee      3,336,595   3,998,629 
            

Table 23: Estimated Fee for B Company – 2010 and 2011 Results 
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10.8. As CKP would remain liable for all the expenses incurred on the plantation under Company B’s 

arrangement, the total operating costs for the year (excluding broker’s commission which is part of the 

management fee) must be added to the management fee to determine the total cost to CKP for the year.  

10.9. The comparison between the PGC management fee and Company B’s arrangement is shown below and 

shows that the Company B offer is on average 37% more expensive than the PGC offer over the two 

years. 

 

All RM 2010  2011 
  

PGC Management Fee 
  

12,051,182  14,951,520 
  

 

Company B Management Fee    3,336,595  3,998,629 

CKP Operating Expenses   13,652,104  15,962,109 

Total Cost for Company B Arrangement 16,988,699  19,960,738 
  

Variance     4,937,517  5,009,218 

As % 41%  34% 
  

Table 24: Comparison of Estimated Management Fees – 2010 and 2011 Results 

10.10. To assess the impact of fluctuations in production levels, the above analysis has been repeated using 

10% less FFB processed and 10% more FFB processed. The results are shown below using the 

assumption that Selling and Distribution costs will fluctuate in proportion to the production levels: 

 

2010 2011 
All RM + 10% Unadjusted -10% 

 

+ 10% Unadjusted - 10% 

 
PGC 13,256,300 12,051,182 10,846,064 16,446,672 14,951,520 13,456,368 

Company B 19,268,576 16,988,699 18,070,032 22,722,003 19,960,738 21,273,974 

Variance 6,012,276 4,937,517 7,223,969 6,275,331 5,009,218 7,817,606 
 As % 45% 41% 67% 38% 34% 58% 

Table 25: Comparison of Estimated Management Fees Applying Production Sensitivities 

10.11. This shows that as production levels vary, the Company B offer becomes comparatively more expensive, 

particularly if production falls significantly.  

10.12. It is noted that the risk profile of the two offers also vary significantly.  Under the PGC arrangement, PGC 

is responsible for all plantation employees and all costs incurred by the plantation whilst under 

management.  As the contract is a fixed fee per tonne, it is in PGC’s interest to control costs as efficiently 

as possible and obtain the best price for purchases.  Other than the specifically negotiated expense 

categories (see paragraph 10.2), any over-runs or price variations must be borne by PGC. 

10.13. However, with the Company B arrangement, CKP remains responsible for all employees and costs 

incurred by the plantation.  Company B acts as the manager and facilitates all sales and purchases, in 

exchange for a fixed fee component and commission, but has no real incentive to control costs (beyond 

its professional reputation and/or any separately negotiated contract clauses) and any over-runs or 

variations will be passed on directly to CKP. 

10.14. It therefore appears that both the terms and pricing of the PGC arrangement are preferable to the 

Company B offer.   
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Comparison to Actual Costs 

10.15. We understand that Company B typically deals with much larger plantations than CKP, therefore the 

management fee arrangement offered may not represent the best commercial deal available for CKP.  To 

provide further analysis for the PGC arrangement, a comparison between the estimated management fee 

and actual costs historically incurred on the plantation has also been undertaken, as shown in the table 

below. 

 

All RM 2008 2009 2010 

Total FFB (MT) 224,039 177,052 148,745 

Estate Expenses 10,461,439 8,334,371 6,534,377 

Mill Expenses 5,808,012 5,275,921 5,384,285 

Admin Expenses (excl. Directors Fees) 1,574,332 529,404 237,146 

Selling & Distribution Costs 50,000 50,000 50,000 

Total Costs 17,893,783 14,189,696 12,205,808 

PGC Management Fee 18,044,216 14,259,624 12,051,182 

Variance 150,433 69,928 (154,626) 

As % 0.8% 0.5% -1.3% 

Table 26: Comparison of Estimated Management Fees to Actual Costs Incurred 

10.16. This analysis indicates that the PGC management fee would have been approximately equal to the actual 

historic costs incurred in running CKP.  It is understood that PGC would benefit from economies of scale 

as part of the larger plantation management business of Prosper which would allow for a profit margin to 

be generated.  

Conclusion 

10.17. The analysis undertaken indicates that the PGC management agreement offer is significantly cheaper 

and has a more preferable risk profile than an alternative provider’s offer.  In addition, when applied to the 

historic trading results the PGC management fee is equal to the actual costs incurred by CKP. 
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11. Are The Proposed Transactions Fair? 

Acquisition of CKP 

11.1. The estimated purchase price for the acquisition of CKP is determined below, using the balance sheet at 

31 December 2010 as a proxy for the financial position of CKP at settlement: 
 

RM Basis 

Purchase Price 145,000,000 Per SSA 

Plus: 

  - Value of inventory 1,479,578 31 Dec 2010 balance 

  - 75% of fertiliser applied in 1st quarter 618,750 Pro-rata of 2010 fertiliser (RM 3.3 million) 

Less: 

  - Liabilities to be settled on completion: 

 Current liabilities  (3,278,933) 31 Dec 2010 balance 

 Non-current liabilities (4,831,140) 31 Dec 2010 balance 

   Estimated tax payable for 2010 (3,130,000) Estimated 2010 tax 

  - Estimated tax payable for 1st quarter (782,500) Pro-rata of estimated 2010 tax (RM 3.1 million) 

TOTAL 135,075,755 

Table 27: Value of Consideration  

11.2. The estimated value of the consideration is therefore RM 135.1 million.   

11.3. Our assessed values of CKP and the consideration to be paid are summarised in the table below. 
 

Assessed Value 

RM million Ref. 
 

Low 
 

High 
     

Value of Consideration 11.2 135.1 135.1 

Value of CKP 9.46 136.9 136.9 

Table 28: Valuation Summary  

11.4. As the value of the asset to be acquired is greater than the value of the consideration to be paid, we 

consider the acquisition of CKP to be Fair to the Non-Associated Shareholders of CI Resources. 

Management Agreement 

11.5. The analysis undertaken in Section 10 indicated that the PGC management agreement offer: 

• Is significantly cheaper than an alternative provider’s offer; 

• Has a preferable risk profile than an alternative provider’s offer; and 

• Is equal to the historic costs incurred, when applied retrospectively. 

11.6. On this basis, the PGC management contract is considered to be Fair to the Non-Associated 

Shareholders of CI Resources. 

Conclusion on Fairness 

11.7. Therefore, in our opinion and in the absence of any other relevant information, the Proposed Transactions 
are Fair to the Non-Associated Shareholders.  



 

 37 

 

 

 

12. Are The Proposed Transactions Reasonable? 

12.1. As the Proposed Transactions are fair, they are therefore considered to be reasonable in accordance with 

the guidance provided by ASIC. However, we have also considered the following: 

• The future prospects of CI Resources if the Proposed Transactions do not proceed; and 

• Other commercial advantages and disadvantages to the Non-Associated Shareholders as a 
consequence of the Proposed Transactions proceeding. 

Stated Intentions of CI Resources 

12.2. As the immediate parent company, PRL will have operational responsibility for the CKP investment.  PRL 

intends to continue operating the plantation with no significant changes except for the transfer of 

employees and management duties to PGC, a management contracting business of the Prosper Group. 

12.3. To complete the acquisition of CKP, PRL will drawdown on a loan facility of approximately US$30 million 

provided by OCBC Bank (Malaysia).  Repayments on the loan will be funded by the cash flows generated 

by CKP. 

Future Prospects of CI Resources if the Proposed Transactions Do Not Proceed 

12.4. The economic and licensed life of PRL’s phosphate mine on Christmas Island, and therefore the primary 

operational aspect of the Company, is nearing completion.  As stated in the 14 December 2010 ASX 

announcement, the Boards of CI Resources and PRL have been considering alternative opportunities for 

the companies, both through diversification of existing activities and extension of value into current 

industry sectors. 

12.5. If the Proposed Transactions do not proceed, PRL and CI Resources will continue to investigate business 

opportunities which will deliver positive cash flows and build shareholder value. 

Advantages and Disadvantages 

12.6. In assessing whether the Non-Associated Shareholders are likely to be better off if the Proposed 

Transactions proceed than if it does not, we have compared various advantages and disadvantages that 

are likely to accrue to the Non-Associated Shareholders. 

Advantages 

Advantage 1 – Proposed Transactions are Fair 

12.7. RG 111 states that a transaction is reasonable if it is fair. 

Advantage 2 – No Dilution of Control  

12.8. As the acquisition of CKP is a cash transaction, the ownership interest of existing shareholders of both 
PRL and CI Resources will not be diluted. 

Advantage 3 – Diversification of Interests 

12.9. The investment into the palm oil industry provides CI Resources shareholders with diversification into 
agribusiness whilst creating synergies with the existing phosphate fertiliser business.  As a result of PRL’s 
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current operations, the company already has a number of contacts within the agribusiness sector. 

Advantage 4 – Established and Sustainable Business 

12.10. CKP is an established business which has been growing oil palms since the 1970’s and has a track 
record of profit generation.  The current leases have at least 55 years life remaining; provided the 
plantation is well maintained, the business should be sustainable throughout this period and into any 
lease renewal periods. 

Advantage 5 – Growth Industry 

12.11. The palm oil industry has grown steadily in recent years and is expected to continue doing so.  Malaysia 
accounts for almost 40% of the global CPO production and is a leading exporter to the emerging 
economies of India and China which are driving much of the demand growth.  

Advantage 6 – Opportunity for Growth 

12.12. The Proposed Transactions allow CI Resources shareholders to participate in the future development and 
growth of CKP.  If this investment is successful, there may also be opportunities to expand operations by 
acquiring further plantations or complimentary businesses. 

Advantage 7 – Support from Significant Shareholder 

12.13. Prosper is a significant shareholder of CI Resources and a well-established, successful palm oil 
plantation industry participant.  A Prosper Group company will manage the plantation, bringing the 
significant skills and experience of the group to the operations. 

Advantage 8 – Relatively Low Sovereign Risk 

12.14. Whilst investing in foreign countries always bears some sovereign risk, Malaysia’s is considered to be 
relatively low given the English Common Law based legal system and pro-business outlook.  Malaysia 
also has a high degree of political stability and the government is generally welcoming to foreign 
investment. 

Advantage 9 – Management Logistics 

12.15. The CKP plantation is located approximately two hours drive from Kuala Lumpur, which is in the same 
time zone as Perth and less than 6 hours direct flight.  This proximity to Perth should enable efficient 
management and operational logistics. 

Disadvantages 

Disadvantage 1 – Lack of Management Skill in Industry 

12.16. The current management team of CI Resources and PRL have no experience in the palm oil industry; 

therefore they have an unproven record of running a business such as CKP.  However, by appointing 

PGC as the plantation manager and using industry experts to monitor performance at the plantation on 

behalf of PRL, this risk will be partially mitigated.   

Disadvantage 2 – Environmental Impacts 

12.17. The performance of oil palm plantations is highly dependent on weather conditions, for example drought 

seasons can significantly reduce the yields of the palms.  Therefore, the trading results of CKP will always 

be vulnerable to environmental conditions in Malaysia. 
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12.18. There has also been negative comment in the media in regards to the deforestation caused by new oil 

palm plantations.  Whilst there may be some potential impact on CKP from an industry perspective, as 

the CKP estate was planted in the 1970’s there is unlikely to be any specific action targeted against CKP. 

Disadvantage 3 – Fluctuations in Market Prices 

12.19. CPO is a market commodity and therefore the selling price will fluctuate in line with market supply and 

demand forces; this will impact on the financial results of CKP. 

Disadvantage 4 – Exchange Rate Risk 

12.20. CKP will operate in the currency of Malaysian Ringgit whilst PRL and CI Resources report in Australian 

Dollars, therefore exchange rate fluctuations may impact on the financial results recorded in the 

Australian entities.   

Disadvantage 5 – Political Risk 

12.21. As noted above, investment in a foreign country always involves some element of political risk.  Whilst 

Malaysia is considered to be a relatively stable country, political riots were staged in 2007 against the 

current government. 

Disadvantage 6 – Dependence on Prosper Relationship 

12.22. A Prosper Group management company will be used to manage the CKP plantation; it is therefore in the 

best interests of CI Resources and PRL to maintain a good relationship with Prosper and related entities. 

Response of Market to the Announcement of the Proposed Transactions 

12.23. There have only been two trades since the Proposed Transactions were announced to the market on 14 

December 2010 – one trade at $0.65 on 30 December 2010 and a further one at $0.55 on 10 January 

2011.   

12.24. The total number of shares traded amounts to 37,792, which represents only 0.05% of the issued share 

capital. Therefore, although the trades indicate an increase from the closing share price on 13 December 

2010 of $0.48, the data is not considered representative enough to be relied upon.  

Alternative Proposal 

12.25. We are not aware of any alternative proposals which are sufficiently developed for investment at this time. 

Conclusion on Reasonableness 

12.26. In our opinion, the position of the Non-Associated Shareholders if the Proposed Transactions are 

approved is more advantageous than the position if they are not approved.  Therefore, in the absence of 

any other relevant information and/or a superior offer, we consider that the Proposed Transactions are 

Reasonable for the Non-Associated Shareholders of CI Resources. 

12.27. An individual shareholder’s decision in relation to the Proposed Transactions may be influenced by his or 

her individual circumstances.  If in doubt, shareholders should consult an independent advisor.  

 



 

 

 

Yours faithfully 

RSM BIRD CAMERON CORPORATE PTY LTD

     

ANDREW GILMOUR   

Director     
 
 
  

RSM BIRD CAMERON CORPORATE PTY LTD 

   

   GLYN YATES 

   Director 
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APPENDIX 1 

Declarations and Disclosures 
 

RSM Bird Cameron Corporate Pty Ltd holds Australian Financial Services Licence 255847 issued by ASIC 

pursuant to which they are licensed to prepare reports for the purpose of advising clients in relation to proposed 

or actual mergers, acquisitions, takeovers, corporate reconstructions or share issues. 

 

Qualifications 

Our report has been prepared in accordance with professional standard APES 225 “Valuation Services” issued by 

the Accounting Professional & Ethical Standards Board. 

RSM Bird Cameron Corporate Pty Ltd is beneficially owned by the partners of RSM Bird Cameron (RSMBC) a 

large national firm of chartered accountants and business advisors. 

Mr. Andrew Gilmour is a director of RSM Bird Cameron Corporate Pty Ltd.  He is a Member of the Australian 

Institute of Chartered Accountants with extensive experience in the field of corporate valuations and the provision 

of independent expert’s reports for transactions involving publicly listed and unlisted companies in Australia. 

Mr. Glyn Yates is a director of RSM Bird Cameron Corporate Pty Ltd.  He is an Associate of the Institute of 

Chartered Accountants in England and Wales and has extensive experience in the field of corporate valuations 

and the provision of independent expert’s reports. 

 

Reliance on this Report 

This report has been prepared solely for the purpose of assisting the Non-Associated Shareholders of CI 

Resources in considering the Proposed Transactions.  We do not assume any responsibility or liability to any 

party as a result of reliance on this report for any other purpose. 

 

Reliance on Information 

Statements and opinions contained in this report are given in good faith.  In the preparation of this report, we have 

relied upon information provided by the directors and management of CI Resources and we have no reason to 

believe that this information was inaccurate, misleading or incomplete.  However, we have not endeavoured to 

seek any independent confirmation in relation to its accuracy, reliability or completeness. RSM Bird Cameron 

Corporate Pty Ltd does not imply, nor should it be construed that it has carried out any form of audit or verification 

on the information and records supplied to us. 

The opinion of RSM Bird Cameron Corporate Pty Ltd is based on economic, market and other conditions 

prevailing at the date of this report.  Such conditions can change significantly over relatively short periods of time. 

In addition, we have considered publicly available information which we believe to be reliable.  We have not, 

however, sought to independently verify any of the publicly available information which we have utilised for the 

purposes of this report. 

We assume no responsibility or liability for any loss suffered by any party as a result of our reliance on information 

supplied to us. 
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Disclosure of Interest 

At the date of this report, none of RSM Bird Cameron Corporate Pty Ltd, RSMBC, Andrew Gilmour, Glyn Yates, 

nor any other member, director, partner or employee of RSM Bird Cameron Corporate Pty Ltd and RSMBC has 

any interest in the outcome of the Proposed Transactions, except that RSM Bird Cameron Corporate Pty Ltd are 

expected to receive a total fee of approximately $40,000 based on time occupied at normal professional rates for 

the preparation of this report.  The fees are payable regardless of whether CI Resources receives Shareholder 

approval for the Proposed Transactions, or otherwise. 

 

Consents 

RSM Bird Cameron Corporate Pty Ltd consents to the inclusion of this report in the form and context in which it is 

included with the Explanatory Memorandum to be issued to Shareholders.  Other than this report, none of RSM 

Bird Cameron Corporate Pty Ltd, RSM Bird Cameron Partners or RSMBC has been involved in the preparation of 

the Notice of General Meeting and Explanatory Statement.  Accordingly, we take no responsibility for the content 

of the Notice of General Meeting and Explanatory Statement as a whole. 
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APPENDIX 2 

Sources of Information 
 

 

In preparing this report we have relied upon the following principal sources of information: 

• CI Resources Limited Financial Report for the years ended 30 June 2009 and 2010 

• Phosphate Resources Limited Annual Report for the years ended 30 June 2009 and 2010 

• Cheekah-Kemayan Plantations Sdn Bhd Financial Statements for the years ended 31 December 

2007, 2008 and 2009 

• Cheekah-Kemayan Plantations Sdn Bhd management accounts for the year ended 31 December 

2010 

• Share registry of CI Resources Limited 

• Share registry of Cheekah-Kemayan Plantations Sdn Bhd 

• Management Services Agreement between Cheekah-Kemayan Plantations Sdn Bhd and PGC 

Management Services Sdn Bhd 

• Share Sale Agreement between Sendi Unik Sdn Bhd and Phosphate Resources Limited 

• Engineering Audit Report on the CKP Mill prepared by Phosphate Resources Limited  

• Independent Valuation Report of CKP Plantation and Mill prepared by Jones Lang Wootton 

• 10-year Financial Projections for Cheekah-Kemayan Plantations Sdn Bhd 

• Information from the Oil World website 

• Information from the Malaysian Palm Oil Board website 

• Bloomberg Professional 

• Discussions with management and staff of CI Resources Limited, Phosphate Resources Limited 

and for Cheekah-Kemayan Plantations Sdn Bhd 
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APPENDIX 3 

Assessment of an Appropriate Discount Rate 

 

When assessing an appropriate discount rate to use in a discounted cash flow valuation, due regard must be given 

to the rates of return available in the marketplace, the degree of risk attached to the business, shares or project 

and the required rate of return. 

Businesses are normally funded by a mix of debt and equity.  The Weighted Average Cost of Capital (“WACC”) is a 

widely used and accepted basis to calculate the “representative” rate of returns required by dent and equity 

investors.  We have applied the WACC to determine an appropriate discount rate to be used in the valuation of the 

CKP plantation. 

The Capital Asset Pricing Model (“CAPM”) is the most frequently used model in determining the cost of equity of an 

investment or project and the required rate of return for debt funding is determined having regard to current 

borrowing costs and prevailing credit ratings.  The cost of equity and cost of debt are weighted by the respective 

proportions of equity and debt funding to arrive at the WACC. 

WACC 

The generally accepted WACC formula is the post-tax WACC as shown below: 

 WACC = [Re * E/V] + [Rd (1 - t) * D/V] 

  Where:  

  Re  = Expected equity investment return or cost of equity 

 Rd  = Interest rate on debt (pre-tax) 

 t = Corporate tax rate 

 E = Market value of equity 

 D = Market value of debt 

 V = Market value of debt plus equity 

CAPM 

The CAPM is based on the theory that the prudent investor will price investments so that the expected return is 

equal to the risk free rate of return plus a premium for risk. CAPM assumes that there is a positive relationship 

between risk and return; that is, investors are risk averse and therefore demand higher returns for accepting higher 

levels of risk.  

The CAPM calculates the cost of equity through the following formula:  

  Re = Rf + β[E(Rm) – Rf] 
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  Where: 

  Re  = Cost of equity capital or expected return on the investment. 

  Rf  = Risk free rate of return.  

  E(Rm)  = Expected return on the market.  

  E(Rm) - Rf  =  Market risk premium 

  β  = Beta 

We have considered each component of the CAPM below. 

Risk free rate - Rf 

We have assumed a risk free rate of 4.04% being the current yield on the 10-year Malaysian Government Bond as 

at 31 January 2011. We have used the 10-year bond rate as this is typically used as a proxy for the long-term risk-

free rate.   

Market Risk Premium – E(Rm) - Rf 

Market risk premium represents the level of return investors require over and above the risk free rate in order to 

compensate them for the undiversifiable risks associated with an investment in a market portfolio. Strictly speaking, 

the market risk premium is equal to the expected return from holding shares over and above the return from 

holding risk-free government securities. 

The data available for the Malaysian stock market is limited; therefore we have referenced our assessment to the 

Australian equity risk premium and other sources. 

Various empirical studies undertaken in Australia and overseas show that historical market risk premiums vary 

across markets; the Australian market is generally in line with the overall range of other developed countries but is 

slightly higher than the world average.  A paper published in the Journal of Law and Financial Management in 2003 

estimated that the long-term market risk premium in Australia was 6.7%.  This is in line with an earlier study carried 

out by the Australian Graduate School of Management (“AGSM”) using data from 1974 to 1995.  

Regulatory authorities in Australia generally adopt a market risk premium of 6%, although in May 2009 the 

Australian Energy Regulator required 6.5% to be used as the market risk premium in determining allowable 

revenue for electricity transmission and distributions service providers. 

In a recent broker valuation, Reuters stated that a 6.5% equity risk premium had been adopted in the discounted 

cash flow valuation of a Malaysian listed company.  Empirical data from the University of New York updated in 

January 2011 shows a risk premium of 6.73% for Malaysia. 

Having regard to this information, we have assumed a market risk premium in the range of 6% to 7% in our 

determination of the discount rate. 

Beta - β 

Beta is a measure of the sensitivity of the return on an investment to general market movements (the overall 

relative riskiness of the investment) with less risky investments having a β nearer to 0, a market portfolio having a β 

of 1 and risky investments having higher β’s. 
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Equity betas are normally either historical or an adjusted beta. The historical beta is obtained from the linear 

regression of a security’s historical price and dividend data and is based on the security’s return and the returns on 

an index. An adjusted beta is calculated based on the assumption that the relative risk of the past will continue into 

the future, and hence derived from the historical data. It is then modified by the assumption that a security will 

move towards the market over time, taking into consideration the industry risk factors which make the operating 

risk of the investment project greater or less risky than comparable listed companies when assessing the equity 

beta for an investment project.  

It is important to note that when comparing equity betas of different companies, regard should be given to their 

respective gearing levels.  The observed beta is a function of the underlying risk of the cash flows of the company, 

together with the capital structure and tax position of that company; this is known as the geared or levered beta.  

The capital structure and tax position of comparable companies may not be the same as those of CKP, therefore 

the geared beta is often adjusted for these factors to determine the ungeared beta.  

Betas can be “ungeared” by applying the following formula: 

  βa = β / 1+ (D/E * (1 - t)) 

  Where:  

  βa = Ungeared beta  

  β = Beta 

  D = Level of Debt 

  E =  Level of Equity 

  t =  Tax rate 

In order to assess the appropriate equity beta for the Proposed Transaction we have considered the equity betas of 

comparable publicly listed oil palm plantation companies. We have then calculated the ungeared betas based on 

their debt to equity structures, as set out in the table below. 

 

  Company 
 

Market Cap Total Debt Debt/Equity Beta Ungeared  

    Exchange RM bn RM bn % 

 

Beta 
   

Kuala Lumpur Kepong Bhd KLSE 22.78 1.69 7.4% 0.81 0.77 

MP Evans Group Plc LSE 1.22 0.07 5.5% 0.47 0.45 

Anglo-Eastern Plantations LSE 1.36 0.07 5.2% 0.59 0.57 

IJM Plantations Bhd KLSE 2.38 0.00 0.0% 1.02 1.02 

Hap Seng Plantations Holdings KLSE 2.54 0.04 1.4% 0.94 0.93 

PP London Sumatra Indonesia IDX 5.40 0.10 1.8% 1.52 1.50 

Genting Plantations Bhd KLSE 6.40 0.22 3.4% 1.03 1.00 

Golden Agri-Resources Ltd SGX 20.24 2.76 13.6% 1.57 1.42 

Sime Darby Bhd KLSE 55.23 7.60 13.8% 0.86 0.78 

Kulim Malaysia Bhd KLSE 4.15 2.20 53.0% 0.60 0.43 

  Mean  12.17 1.47 12.1% 0.94 0.89 

  Median 
 

4.78 0.16 5.36% 0.90 0.85 
               

Source: Bloomberg 31 January 2011 
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Based on the above analysis, we have assumed an ungeared beta of 0.85 to 0.95 to be appropriate for CKP.   

On the basis of the gearing levels of the comparable companies, we consider an appropriate debt to equity ratio of 

CKP to be 15:85; therefore the re-geared beta for CKP is calculated as being between 0.95 and 1.06. 

Company Specific Risk Premium 

We have also included a company specific risk factor in our calculation of the Cost of Equity, to reflect the fact that 

CKP is significantly smaller than the listed company comparables used in determining the equity beta - as a smaller 

plantation, CKP carries a higher risk for investors than the listed companies. 

We consider an appropriate company specific risk premium for CKP to be between 3% and 4%. 

Cost of Equity 

We have calculated the cost of equity as follows. 

 

  Discount rate Low High   

    

  Risk free rate 4.04% 4.04%   
    

  Equity market risk premium 6.0% 7.0%   

  Beta 0.95 1.06   

5.67% 7.40% 

  Company specific risk premium 3.0% 4.0%   
    

  Cost of Equity 12.71% 15.44%   
          

Cost of Debt 

We have selected a post-tax cost of debt of between 4.53% and 5.28%, after consideration of the following: 

• The current risk-free rate in Malaysia is 4.04%; 

• Average margin for debt funding is considered to be between 2% and 3%, based on the current indicator 

rate of 6.3% in Malaysia; 

• Working capital funding for the Proposed Transaction will be provided by a Malaysian bank at 6.0% 

interest; and 

• The corporate tax rate in Malaysia is 25%. 

Gearing 

The gearing level should represent the level of debt that the asset can reasonable sustain and is not necessarily 

equivalent to the gearing level of the entity owning the asset.  In general, the lower the expected volatility of cash 

flows, the higher the debt levels which can be supported. 
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It is generally considered appropriate to consider the gearing levels of comparable listed companies.  We have 

adopted a target gearing ratio of 15% debt to 85% equity. 

Calculation of WACC 

We have adopted a nominal discount rate of between 11.5% and 13.9% per annum (after tax) based on our 

calculation of WACC below: 

 

  

 

Low High   

Cost of equity 12.71% 15.44%   

Cost of debt 4.53% 5.28%   

Debt to equity ratio 15% 15%   

WACC 11.49% 13.91%   
  

  Selected WACC 11.5% 13.9%   
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APPENDIX 4 
 

Independent Valuation Report by Jones Lang Wootton 
 

 

 

 

Note Regarding Appendix F of the JLW Report 

 

Appendix F relates to the Technical Report on CKP’s Mill prepared by Jinsheng Consultancy Services and has not 

been included in this IER.  

 

It is our opinion that the Technical Report has not been relied upon for the purposes of determining a value of the 

Mill, with the exception of confirming the existence and condition of the plant and equipment used in the Mill’s 

operations, given that JLW prepared independent Discounted Cash Flows of the Mill’s operations for its valuation.   

 

On the basis that the Technical Report does not contribute to our assessment, and due to its significant size, we 

have excluded the 101-page report from our IER.  A copy of the Technical Report is available on request from CI 

Resources. 
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SCHEDULE 'I'

DISCOUNTED CASH FLOW

PALM OIL MILL - CHEEKAH-KEMAYAN PLANTATIONS SDN BHD

Land Tenure 99-year leasehold interest, expiring on 10-May-66

55.4 years remaining (as at the date of this valuation)

Date Of Valuation: 24-Dec-10

2007 2008 2009 2010 2011 2012 2013 Terminal

1 2 3

A - SUMMARY

Fresh Fruit Bunches (FFB) Volume (mt)

- Grown from Cheekah - Kemayan Plantation 42,260 50,459 39,875 33,797 39,825 39,215 38,888 39,000

- Purchased from 3rd Party 143,809 173,580 137,177 114,848 140,000 145,000 150,000 150,000

Total 186,069 224,039 177,052 148,645 179,825 184,215 188,888 189,000

Production (mt)

- Crude Palm Oil (CPO) 34,565 41,969 33,883 28,837 35,066 35,922 36,833 36,855

- Palm Kernel (PK) 10,796 13,461 10,690 NA 9,890 10,132 10,389 10,395

Productivity (%)

- CPO 18.6% 18.7% 19.1% 19.4% 19.5% 19.5% 19.5% 19.5%

- PK 5.8% 6.0% 6.0% NA 5.5% 5.5% 5.5% 5.5%

Sold (mt)

- CPO 38,591 44,010 37,681 NA

  Sold from production 32,344 41,715 34,073 NA

  Other Sales 6,247 2,295 3,608 NA

- PK 10,404 12,829 10,741 NA

Selling Price

- CPO Sales of CPO/Sold CPO from production (Volume) RM2,506 RM2,768 RM2,138 RM2,690 RM2,600 RM2,730 RM2,867 RM3,010

- PK Sales of PK/Sold PK (Volume) RM1,474 RM1,627 RM1,082 NA RM1,550 RM1,628 RM1,709 RM1,794

% of PK/CPO 58.83% 58.76% 50.60% NA 59.62% 59.62% 59.62% 59.62%

Purchase Price RM504 RM567 RM416 RM543 RM527 RM553 RM580 RM609

% of Purchase Price of FFB/

Selling Price of CPO 20.1% 20.5% 19.5% 20.2% 20.25% 20.25% 20.25% 20.25%

B - INCOME

Sales of

1) Crude Palm Oil RM81,040,917 RM115,478,778 RM72,840,620 RM77,674,477 RM91,171,364 RM98,066,807 RM105,582,097 RM110,927,100

2) Palm Kernel RM15,337,090 RM20,868,297 RM11,619,149 RM14,835,844 RM15,330,096 RM16,489,537 RM17,753,203 RM18,651,943

3) Palm Shells RM3,803 RM7,186 RM3,901 RM2,135 RM532,507 RM572,782 RM616,676 RM647,895

4) Other Operating Income RM6,553 RM72,906 RM124,088 RM90,807

Total Gross Income RM96,388,363 RM136,427,167 RM84,587,758 RM92,603,263 RM107,033,968 RM115,129,125 RM123,951,976 RM130,226,939

C - EXPENSES

1) Cost of Sales:

    - Purchased from Cheekah - Kemayan Plantation NA NA NA NA RM20,967,955 RM21,678,982 RM22,573,009 RM23,770,093

    - Purchased from 3rd Party RM72,446,709 RM98,452,687 RM57,092,945 RM62,364,201 RM73,710,000 RM80,159,625 RM87,069,938 RM91,423,434

RM72,446,709 RM98,452,687 RM57,092,945 RM62,364,201 RM94,677,955 RM101,838,607 RM109,642,946 RM115,193,527

2) Cost of Manufacture:

     - Mill Expenses 6.0% of INCOME RM4,121,780 RM5,808,721 RM5,275,921 RM5,852,237 RM6,422,038 RM6,907,748 RM7,437,119 RM7,813,616

RM4,121,780 RM5,808,721 RM5,275,921 RM5,852,237 RM6,422,038 RM6,907,748 RM7,437,119 RM7,813,616

4.3% 4.3% 6.2% 6.3%

3) Trading Expenses

     - Selling & Distribution Costs 2.0% of INCOME RM1,670,190 RM2,375,578 RM1,943,296 RM1,617,796 RM2,140,679 RM2,302,583 RM2,479,040 RM2,604,539

RM1,670,190 RM2,375,578 RM1,943,296 RM1,617,796 RM2,140,679 RM2,302,583 RM2,479,040 RM2,604,539

% Selling & Distributions Costs / INCOME 1.73% 1.74% 2.30% 1.75%

4) Upgrading Works for the Mill Equipments from  2011 to 2013 as advised by Jin Sheng Consultancy and estimated Capital Expenditure per annum for the remaining tenure RM2,975,000 RM1,353,000 RM2,800,000 RM200,000

RM2,975,000 RM1,353,000 RM2,800,000 RM200,000

Total Expenses RM106,215,672 RM112,401,937 RM122,359,104 RM125,811,682

D - NET INCOME RM818,295 RM2,727,188 RM1,592,871 RM4,415,257

Discount Rate 13.50% 0.8811 0.7763 0.6839 0.6839

Years'  Purchase for 52 years @ 13.50% 7.3977

E - NET PRESENT VALUE RM720,965 RM2,117,013 RM1,089,414 RM22,339,068

Total RM26,266,459

say RM26,000,000
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